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S-3732.3

State of Washi ngton

By

Read first tine 01/09/2006.

SENATE BI LL 6237

59th Legislature 2006 Regul ar Session

Senators Schoesler, Prentice and Hew tt

Referred to Cormttee on Ways & Means.

AN ACT Relating to sinplifying tax application and adm nistration;

amendi ng RCW82. 04. 190, 82. 04. 330, 82.04.4266, 82.08. 02745, 82.08. 0311,

82.
88.
82.
82.
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82.
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82.
43.
82.
82.
82.
82.
82.
84.
84.
82.
82.

08.820, 82.08.820, 82.08.820, 82.12.820, 82.16.050, 88.40.011
46. 010, 90.56.010, 84.36.635, 82.04.4334, 82.08.955, 82.08.02567
04.294, 82.04.180, 82.32.140, 82.04.2908, 82.04.4264, 82.04.530,
14B. 020, 82.32.520, 82.32.555, 34.05.030, 82.14.055, 82.14.030,
14. 045, 82.14.048, 82.14.0485, 82.14.049, 82.14.0494, 82.14.010,
14. 310, 82.14.320, 82.14.330, 82.14.340, 82.14.350, 82.14.360,
14.370, 82.14.390, 82.14.400, 82.14.420, 82.14.430, 82.14.440,
14. 450, 82.14.460, 82.44.160, 43.62.010, 70.05.125, 53.08.090,
160. 220, 82.08. 0266, 82.08. 02665, 82.08.0283, 82.08.945, 82.12. 0284,
08. 02569, 82.08.02917, 82.08.832, 82.08.880, 82.08.890, 82.08.900,
08.910, 82.08.920, 82.24.520, 82.24.530, 43.06.455, 82.04.140,
04.280, 82.04.280, 82.04.418, 82.04.4281, 82.04.4286, 82.04.440,
04. 440, 82.04.4461, 82.04.4462, 82.04.4328, 82.04.460, 82.19.010,
19. 050, 82.32.033, 82.32.105, 82.32.550, 82.12.045, 84.33.140,
33.140, 84.34.108, 84.36.815, 84.36.830, 84.39.020, 84.52.010,
52. 020, 84.52.054, 84.52.070, 82.62.020, 82.32.590, 82.32.600,
04. 4452, 82.32.560, 82.32.570, 82.32.610, 82.32.620, 82.32.545, and
46. 010; anmending 2004 c¢ 153 s 502 (uncodified); reenacting and

amendi ng RCW 82. 04. 050, 82.04.213, 82.04.260, 82.29A. 135, 82.14B. 030,
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43. 84. 092, 82.04.250, 82.29A. 130,

and 82. 32. 330; adding a new section

to chapter 82.14 RCW adding a new section to chapter 82.12 RCW addi ng

a new section to chapter

82.32 RCW adding a new section to chapter

82.04 RCW adding a new chapter to Title 82 RCW creating new sections;

repeal i ng RCW 82.04. 035, 82.04.2403, 82.04.331, 82.04.332, 82.04. 333,
82.04. 335, 82.04.337, 82.04.338, 82.04.410, 82.04.4287, 84.36.640,
82.04. 4335, 82.08.960, 82.14.032, 82.14.046, 82.14.070, 82.14.200,
82.14. 210, 82.14.220, 82.14.380, 35.02.135, 82.44.155, 82.14.034,
82.14. 212, 82.12. 02525, 82.12. 0253, 82.12. 02567, 82.12. 02568,
82.12. 02569, 82.12. 0257, 82.12. 0258, 82.12. 0259, 82.12. 0261,
82.12.0262, 82.12.0267, 82.12.0268, 82.12.0269, 82.12.0271, 82.12.0273,
82.12. 0274, 82.12. 02745, 82.12. 02747, 82.12. 02748, 82.12. 02749,
82.12. 0275, 82.12. 0276, 82.12. 0277, 82.12. 0279, 82.12. 0283,
82.12. 02915, 82.12. 02917, 82.12. 0293, 82.12. 0294, 82.12. 0296
82.12.0297, 82.12.0298, 82.12.031, 82.12.0311, 82.12.0316, 82.12.032,
82.12.033, 82.12.034, 82.12.0345, 82.12.0347, 82.12.803, 82.12.804,
82.12.806, 82.12.808, 82.12.809, 82.12.813, 82.12.832, 82.12.841,
82.12.880, 82.12.890, 82.12.900, 82.12.910, 82.12.920, 82.12.925,
82.12.935, 82.12.940, 82.12.945, 82.12.950, 82.12.955, 82.12.960,
82.12.975, 82.12.985, 82.04.055, 82.04.150, 82.04.4261, 82.04.4262,
82.04. 4263, 82.29A. 150, 84.55.012, 84.55.0121, 82.60.010, 82.60.020,
82. 60. 030, 82.60.040, 82.60.049, 82.60.050, 82.60.060, 82.60.065,
82.60. 070, 82.60.080, 82.60.090, 82.60.100, 82.60.110, 82.60.900,
82.60.901, 82.63.005, 82.63.010, 82.63.020, 82.63.030, 82.63.045,
82.63.060, 82.63.070, 82.63.900, 82.74.010, 82.74.020, 82.74.030,
82.74.040, 82.74.050, 82.74.060, and 82.74.070; providing effective
dates; providing a contingent effective date; providing expiration
dates; providing a contingent expiration date; and declaring an
ener gency.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

PART |

PROVI SI ONS RELATI NG TO AGRI CULTURE

Sec. 101.

RCW 82. 04. 050 and 2005 ¢ 515 s 2 and 2005 ¢ 514 s 101

are each reenacted and anended to read as foll ows:

"Sal e at retai

(1)

SB 6237
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means every sale of tangible
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per sonal property (including articles produced, fabricated, or
inprinted) to all persons irrespective of the nature of their business
and including, anong others, without limting the scope hereof, persons
who install, repair, clean, alter, inprove, construct, or decorate real
or personal property of or for consuners other than a sale to a person
who presents a resale certificate under RCW 82.04. 470 and who:

(a) Purchases for the purpose of resale as tangible personal
property in the regular course of business w thout intervening use by
such person, but a purchase for the purpose of resale by a regiona
transit authority under RCW81.112.300 is not a sale for resale; or

(b) Installs, repairs, cl eans, alters, i nprints, I Npr oves,
constructs, or decorates real or personal property of or for consuners,
i f such tangi bl e personal property becones an ingredient or conponent
of such real or personal property wthout intervening use by such
person; or

(c) Purchases for the purpose of consum ng the property purchased
in producing for sale a new article of tangi ble personal property or
subst ance, of which such property becones an ingredi ent or conponent or
is a chemcal used in processing, when the primary purpose of such
chemcal is to create a chemcal reaction directly through contact wth
an ingredient of a new article being produced for sale; or

(d) Purchases for the purpose of consum ng the property purchased
in producing ferrosilicon which is subsequently wused in producing
magnesi um for sale, if the primary purpose of such property is to
create a chem cal reaction directly through contact with an ingredient
of ferrosilicon; ((Fer})) or

(e) Purchases for the purpose of providing the property to
consuners as part of conpetitive tel ephone service, as defined in RCW

82. 04. 065. The term shall include every sale of tangible persona
property which is used or consunmed or to be used or consuned in the
performance of any activity classified as a "sale at retail"™ or "retail

sal e" even though such property is resold or utilized as provided in
(a), (b), (c), (d), or (e) of this subsection follow ng such use. The
term also nmeans every sale of tangible personal property to persons
engaged in any business which is taxable under RCW 82.04.280 (2) and
(7), 82.04.290, and 82.04.2908; or

(f) Purchases for the purpose of satisfying the person's
obl i gati ons under an extended warranty as defined in subsection (7) of

p. 3 SB 6237
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this section, if such tangi ble personal property replaces or becones an
i ngredi ent or conponent of property covered by the extended warranty
W t hout intervening use by such person.

(2) The term "sale at retail” or "retail sale" shall include the
sal e of or charge nade for tangible personal property consumed and/ or
for | abor and services rendered in respect to the foll ow ng:

(a) The installing, repairing, cleaning, altering, inprinting, or
i nproving of tangi bl e personal property of or for consuners, including
charges made for the nere use of facilities in respect thereto, but
excl udi ng charges nmade for the use of self-service laundry facilities,
and al so excluding sales of laundry service to nonprofit health care
facilities, and excluding services rendered in respect to Iive aninals,
bi rds and insects;

(b) The constructing, repairing, decorating, or inproving of new or
existing buildings or other structures under, upon, or above real
property of or for consumers, including the installing or attaching of
any article of tangi ble personal property therein or thereto, whether
or not such personal property becones a part of the realty by virtue of
installation, and shall also include the sale of services or charges
made for the clearing of |land and the noving of earth excepting the
mere leveling of land used in comrercial farm ng or agriculture;

(¢) The ({(eharge—tor—tabor—and—services—rendered—in—respect—t9))
constructing, repairing, or inproving any structure upon, above, or
under any real property owned by an owner who conveys the property by
title, possession, or any other neans to the person perform ng such
construction, repair, or inprovenent for the purpose of performng such
construction, repair, or inprovenent and the property 1is then
reconveyed by title, possession, or any other neans to the origina
owner ;

(d) The ((sale—-ofl—or——chargemadetortabor—and servicesrendered—in
respeet—to—the)) cleaning, fumgating, razing or noving of existing
buil dings or structures, but shall not include the charge nade for
janitorial services; and for purposes of this section the term
"janitorial services" shall nmean those cleaning and caretaking services
ordinarily performed by conmmerci al janitor service Dbusinesses
i ncluding, but not limted to, wall and w ndow washi ng, floor cleaning
and waxi ng, and the cleaning in place of rugs, drapes and uphol stery.

SB 6237 p. 4
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The term "janitorial services" does not include painting, papering,
repairing, furnace or septic tank cleaning, snow renoval or
sandbl asti ng;

(e) ((Fhe—saleolor—chargeradefor—tabor—andservicesrendered—+n
respeet—to)) Autonpbile towing and simlar autonotive transportation
services, but not in respect to those required to report and pay taxes
under chapter 82.16 RCW

(f) ((Fhre——saleof—andchargermadefor)) The furnishing of | odging
and all other services by a hotel, room ng house, tourist court, notel,
trailer canp, and the granting of any simlar license to use rea
property, as distinguished from the renting or leasing of real
property, and it shall be presuned that the occupancy of real property
for a continuous period of one nonth or nore constitutes a rental or
| ease of real property and not a nere license to use or enjoy the sane.
For the purposes of this subsection, it shall be presuned that the sale
of and charge nmade for the furnishing of lodging for a continuous
period of one nonth or nore to a person is a rental or |ease of real
property and not a nere license to enjoy the sane;

(g) ((The sale of or charge made for tangible personal property,
aber—and—services—+to)) Persons taxable under (a), (b), (c¢), (d), (e),
and (f) of this subsection when such sales or charges are for property,
| abor and services which are used or consuned in whole or in part by
such persons in the performance of any activity defined as a "sale at
retail"™ or "retail sale" even though such property, |abor and services
may be resold after such use or consunption. Nothing contained in this
subsection shall be construed to nodify subsection (1) of this section
and nothing contained in subsection (1) of this section shall be
construed to nodify this subsection.

(3) The term "sale at retail” or "retail sale" shall include the
sal e of or charge nade for personal, business, or professional services
i ncl udi ng ambunts designated as interest, rents, fees, adm ssion, and
other service enolunents however designated, received by persons
engaging in the foll ow ng business activities:

(a) Armusenent and recreation services including but not limted to
gol f, pool, billiards, skating, bowing, ski lifts and tows, day trips
for sightseeing purposes, and others, when provided to consuners;

(b) Abstract, title insurance, and escrow servi ces;

(c) Credit bureau services;

p. 5 SB 6237
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(d) Autonobile parking and storage garage services;

(e) Landscape mai ntenance and horticul tural services but excl uding
(1) horticultural services provided to farnmers and (ii) pruning,
trimmng, repairing, renoving, and clearing of trees and brush near
electric transmssion or distribution |ines or equipnent, if perforned
by or at the direction of an electric utility;

(f) Service charges associated with tickets to professional
sporting events; and

(g) The follow ng personal services: Physi cal fitness services,
tanning salon services, tattoo parlor services, steam bath services,
turkish bath services, escort services, and dating services.

(4)(a) The termshall also include:

(1) The renting or |leasing of tangible personal property to
consuners; and

(1i) Providing tangi ble personal property along with an operator
for a fixed or indeterm nate period of tinme. A consideration of this
is that the operator is necessary for the tangi ble personal property to
perform as designed. For the purpose of this subsection (4)(a)(ii), an
operator nust do nore than maintain, inspect, or set up the tangible
personal property.

(b) The termshall not include the renting or |easing of tangible
personal property where the lease or rental is for the purpose of
subl ease or subrent.

(5) The termshall also include the providing of tel ephone service,
as defined in RCW 82. 04. 065, to consuners.

(6) The term shall also include the sale of prewitten conputer
software other than a sale to a person who presents a resale
certificate under RCW 82.04. 470, regardl ess of the nethod of delivery
to the end wuser, but shall not include custom software or the
custom zation of prewitten conputer software.

(7) The termshall also include the sale of or charge nade for an
extended warranty to a consuner. For purposes of this subsection,
"extended warranty” neans an agreenent for a specified duration to
performthe replacenment or repair of tangi ble personal property at no
addi tional charge or a reduced charge for tangi bl e personal property,
| abor, or both, or to provide indemification for the replacenent or
repair of tangible personal property, based on the occurrence of
specified events. The term "extended warranty" does not include an

SB 6237 p. 6
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agreenent, otherwise neeting the definition of extended warranty in
this subsection, if no separate charge is nade for the agreenent and
the value of the agreenent is included in the sales price of the

tangi bl e personal property covered by the agreenent. For purposes of
this subsection, "sales price" has the sane neaning as in RCW
82.08. 010.

(8) The termshall not include the sale of or charge nmade for |abor
and services rendered in respect to the building, repairing, or
i nproving of any street, place, road, highway, easenent, right of way,
mass public transportation termnal or parking facility, bridge,
tunnel, or trestle which is owned by a nunicipal corporation or
political subdivision of the state or by the United States and which is
used or to be used primarily for foot or vehicular traffic including
mass transportation vehicles of any kind.

(9) The term shall also not include sales of chem cal sprays or
washes to persons for the purpose of postharvest treatnent of fruit for
the prevention of scald, fungus, nold, or decay, nor shall it include
sales of feed, seed, seedlings, fertilizer, agents for enhanced
pollination including insects such as bees, and spray materials to:
(a) Persons who participate in the federal conservation reserve
program the environnental quality incentives program the wetlands
reserve program and the wildlife habitat incentives program or their
successors adm nistered by the United States departnent of agriculture;
(b) farmers for the purpose of producing for sale any agricul tural
product; and (c) farmers acting under cooperative habitat devel opnent
or access contracts wth an organi zati on exenpt fromfederal incone tax
under 26 U. S.C. Sec. 501(c)(3) or the Washington state departnent of
fish and wldlife to produce or inprove wildlife habitat on | and that
the farmer owns or | eases.

(10) The term shall not include the sale of or charge made for
| abor and services rendered in respect to the constructing, repairing,
decorating, or inproving of new or existing buildings or other
structures under, upon, or above real property of or for the United
States, any instrunentality thereof, or a county or city housing
authority created pursuant to chapter 35.82 RCW including the
installing, or attaching of any article of tangible personal property
therein or thereto, whether or not such personal property becones a
part of the realty by virtue of installation. Nor shall the term

p. 7 SB 6237
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i nclude the sale of services or charges made for the clearing of |and
and the noving of earth of or for the United States, any
instrunmentality thereof, or a county or city housing authority. Nor
shall the term include the sale of services or charges made for
cleaning up for the United States, or its instrunentalities,
radi oactive waste and other byproducts of weapons production and
nucl ear research and devel opnent.

(11) The term shall not include the sale of or charge made for
| abor, services, or tangi ble personal property pursuant to agreenents
provi di ng mai ntenance services for bus, rail, or rail fixed guideway
equi pnent when a regional transit authority is the recipient of the
| abor, services, or tangi ble personal property, and a transit agency,
as defined in RCW81.104. 015, perfornms the | abor or services.

Sec. 102. RCW 82.04.190 and 2005 ¢ 514 s 103 are each anended to
read as foll ows:

(1) "Consuner" means the foll ow ng:

((H)) (a) Any person who purchases, acquires, owns, holds, or
uses any article of tangible personal property irrespective of the
nature of the person's business and including, anong others, wthout
l[imting the scope hereof, persons who install, repair, clean, alter,
i nprove, construct, or decorate real or personal property of or for
consuners other than for the purpose ((£2))) (i) of resale as tangible
personal property in the regular course of business or ((&b))) (ii) of
i ncorporating such property as an ingredient or conponent of real or
personal property when installing, repairing, cleaning, altering,
inprinting, inproving, constructing, or decorating such real or
personal property of or for consuners or ((fe})) (iii) of consum ng
such property in producing for sale a new article of tangi bl e personal
property or a new substance, of which such property becones an
i ngredi ent or conponent or as a chem cal used in processing, when the
primary purpose of such chemical is to create a chemcal reaction
directly through contact with an ingredient of a new article being
produced for sale or ((£&))) (iv) of consum ng the property purchased
in producing ferrosilicon which is subsequently used in producing
magnesi um for sale, if the primary purpose of such property is to
create a chem cal reaction directly through contact with an ingredient
of ferrosilicon or ((€e))) (v) of satisfying the person's obligations

SB 6237 p. 8
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under an extended warranty as defined in RCW 82.04.050(7), if such
tangi bl e personal property replaces or becones an ingredient or
conponent of property covered by the extended warranty wthout
i nterveni ng use by such person;

(=) (b)(i) Any person engaged in any business activity
t axabl e under RCW 82. 04. 290 or 82.04.2908; ((fb)y)) (ii) any person who
purchases, acquires, or uses any telephone service as defined in RCW
82.04. 065, other than for resale in the regular course of business;
((&=y)) (ii) any person who purchases, acquires, or uses any service
defined in RCW 82.04.050(2)(a), other than for resale in the regular
course of business or for the purpose of satisfying the person's
obl i gations under an extended warranty as defined in RCW82.04.050(7);
(())) (iv) any person who purchases, acquires, or uses any anusenent
and recreation service defined in RCW 82.04.050(3)(a), other than for
resale in the regular course of business; ((£e))) (v) any person who is
an end user of software; and (({H-)) (vi) any person who purchases or
acquires an extended warranty as defined in RCW82.04.050(7) other than
for resale in the regular course of business;

((3))) (c) Any person engaged in the business of contracting for
the building, repairing or inproving of any street, place, road,
hi ghway, easenent, right of way, mass public transportation term nal or
parking facility, bridge, tunnel, or trestle which is owned by a
muni ci pal corporation or political subdivision of the state of
Washi ngton or by the United States and which is used or to be used
primarily for foot or vehicular traffic including mass transportation
vehicles of any kind as defined in RCW 82.04.280, in respect to
t angi bl e personal property when such person incorporates such property
as an ingredient or conponent of such publicly owned street, place,
road, highway, easenent, right of way, mass public transportation
termnal or parking facility, bridge, tunnel, or trestle by installing,
pl acing or spreading the property in or upon the right of way of such
street, place, road, highway, easenent, bridge, tunnel, or trestle or
in or upon the site of such nmass public transportation termnal or
parking facility;

((4)) (d) Any person who is an owner, |essee or has the right of
possession to or an easenent in real property which is being
constructed, repaired, decorated, inproved, or otherwise altered by a
person engaged in business, excluding only ((&))) (i) municipal

p. 9 SB 6237
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corporations or political subdivisions of the state in respect to |abor
and services rendered to their real property which is used or held for
public road purposes, and (((8))) (i) the United States,
instrunentalities thereof, and county and city housing authorities
created pursuant to chapter 35.82 RCWin respect to | abor and services
rendered to their real property. Not hi ng contained in this or any
ot her subsection of this definition shall be construed to nodify any
ot her definition of "consuner";

((65))) (e) Any person who is an owner, |essee, or has the right of
possession to personal property which is being constructed, repaired,
i nproved, cleaned, inprinted, or otherwi se altered by a person engaged
i n busi ness;

((66))) (f) Any person engaged in the business of constructing,
repairing, decorating, or inproving new or existing buildings or other
structures under, upon, or above real property of or for the United
States, any instrunentality thereof, or a county or city housing
authority created pursuant to chapter 35.82 RCW including the
installing or attaching of any article of tangible personal property
therein or thereto, whether or not such personal property becones a
part of the realty by virtue of installation; also, any person engaged
in the business of clearing |land and noving earth of or for the United
States, any instrunentality thereof, or a county or city housing
authority created pursuant to chapter 35.82 RCW Any such person shal
be a consunmer within the neaning of this subsection in respect to
tangi bl e personal property incorporated into, installed in, or attached
to such building or other structure by such person, except that
consuner does not include any person engaged in the business of
constructing, repairing, decorating, or inproving new or existing
bui |l di ngs or other structures under, upon, or above real property of or
for the United States, or any instrunentality thereof, 1if the
i nvestnent project would qualify for sales and use tax deferral under
chapter 82.63 RCWIif undertaken by a private entity;

((6H)) (g) Any person who is a |lessor of machi nery and equi pnent,
the rental of which is exenpt from the tax inposed by RCW 82.08. 020
under RCW 82.08. 02565, with respect to the sale of or charge made for
tangi bl e personal property consunmed in respect to repairing the
machi nery and equi pnent, if the tangi ble personal property has a useful

SB 6237 p. 10
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life of less than one year. Not hi ng contained in this or any other
subsection of this section shall be construed to nodify any other
definition of "consuner";

((68))) (h) Any person engaged in the business of cleaning up for
the United States, or its instrunmentalities, radioactive waste and
ot her Dbyproducts of weapons production and nuclear research and
devel opnent ; and

((69Y)) (1) Any person who is an owner, |essee, or has the right of
possession of tangible personal property that, under the terns of an
extended warranty as defined in RCW82.04.050(7), has been repaired or
is replacenent property, but only with respect to the sale of or charge
made for the repairing of the tangible personal property or the
repl acenent property.

(2) The term "consuner" does not include any person described in
RCW 82. 04. 050(9) who purchases, acquires, owns, holds, or uses chem cal
sprays or washes, feed, seed, seedlings, fertilizer, agents for
enhanced pollination including insects such as bees, and spray
materials, for the purposes described in RCW 82.04.050(9).

Sec. 103. RCW82.04.213 and 2001 ¢ 118 s 2 and 2001 ¢ 97 s 3 are
each reenacted and anmended to read as foll ows:

(1) "Agricultural product"” nmeans any product of plant cultivation
or animal husbandry including, but not |limted to: A product of
horti cul ture, grain cultivation, verm cul ture, viticulture, or
aquacul ture as defined in RCW 15.85.020; plantation Christms trees;
short-rotation hardwoods as defined in RCW 84.33.035; turf; or any
animal including but not limted to an animal that is a private sector
cultured aquatic product as defined in RCW 15.85.020, or a bird, or
i nsect, or the substances obtained fromsuch an animal. "Agricul tural
product” does not include aninmals defined as pet aninmals under RCW
16. 70. 020.

(2) "Farnmer" means any person engaged in the business of grow ng,
rai sing, or producing, upon the person's own | ands or upon the lands in
whi ch the person has a present right of possession, any agricultura
product to be sold. "Farmer" does not include a person grow ng,
rai sing, or producing such products for the person's own consunption;
a person selling any animal or substance obtained therefrom in
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connection with the person's business of operating a stockyard or a
sl aughter or packing house; or a person in respect to the business of
taking, cultivating, or raising tinber.

(3) "Plantation Christnmas trees" neans Christmas trees which are
exenpt fromthe tinber excise tax under RCW 84. 33.170.

Sec. 104. RCW 82.04.330 and 2001 c 118 s 3 are each anended to
read as foll ows:

(1) This chapter shall not apply to:

(a) Any farnmer that sells any agricultural product at whol esal e or
to any farnmer who grows, raises, or produces agricultural products
owned by others, such as custom feed operations. This exenption shal
not apply to any person selling such products at retail or to any
person selling manufactured substances or articles((+-

This chapter shall also not apply to any persons));

(b) Any person who participates in the federal conservation reserve
programor its successor adm nistered by the United States departnent
of agriculture with respect to land enrolled in that prograny

(c) Anpunts received by persons engaged in the production and sale
of hatching eggs or poultry for use in the production for sale of
poultry or poultry products;

(d) Ampunts received from buying wheat, oats, dry peas, dry beans,
lentils, triticale, canola, corn, rye, and barley, but not including
any manufactured products thereof, and selling the sane at whol esal e;

(e) Amunts received by any person as conpensation for the
receiving, washi ng, sorting, and packing of fresh perishable
horticultural products and the material and supplies used therein when
perfornmed for the person exenpted in (a) or (b) of this subsection (1),
either as agent or as independent contractor;

(f) The gross receipts or value of products proceeding or accruing
fromtinber harvested by a person who is a snmall harvester as defined
in RCW 84. 33. 035 and whose value of products, gross proceeds of sales,
or gross incone of the business is less than one hundred thousand
dollars per tax year;

(g) Anmounts received by hop growers or dealers for hops which are
shi pped outside the state of Washington for first use, but only if
t hose hops have been processed into extract, pellets, or powder in this
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state. This exenption applies regardless of who owns the hops during
the processing and who arranges for shipnent of the processed hops to
a location outside this state.

This subsection (1)(g) does not exenpt a processor or warehouser
fromtaxation under this chapter on anpunts charged for processing or
war ehousi ng;

(h) Anmounts received by a person engaging within this state in the
business of: (i) Mking wholesale sales to farners of seed conditi oned

for use in planting and not packaged for retail sale; or (ii)
condi tioni ng seed for planting owned by others.
For the purposes of this subsection (1)(h), "seed" neans seed

potatoes and all other "agricultural seed"” as defined in RCW15.49. 011.
"Seed" does not include "flower seeds" or "vegetable seeds" as defined
in RCW15.49.011, or any other seeds or propagative portions of plants
used to grow ornanental flowers or used to grow any type of bush, noss,
fern, shrub, or tree;

(i) Any business of any bona fide agricultural fair, if no part of
the net earnings of such business inures to the benefit of any
st ockhol der or nenber of the association conducting the agricultura
fair. However, any anount paid for admssion to any exhibit,
grandstand, entertainnent, or other feature conducted wthin the
fairgrounds by others shall be taxable under the provisions of this
chapter, except as otherw se provided by |aw, and

(J) Any nonprofit organization in respect to gross incone derived
from business activities for a hop comopdity comm ssion or hop
commpbdity board created by state statute or created under chapter 15.65
or 15.66 RCW if: (i) The activity is approved by a referendum
conducted by the conm ssion or board; (ii) the person is specified in
information distributed by the conmm ssion or board for the referendum
as a person who is to conduct the activity; and (iii) the referendumis
conducted in the mnmanner prescribed by the statutes governing the
commi ssion or board for approving assessnents or expenditures, or
ot herwi se authorizing or approving activities of the conmm ssion or
boar d.

For the purposes of this subsection (1)(j), "nonprofit
organi zati on" neans an organi zation that is exenpt fromfederal incone
tax under 26 U.S.C. Sec. 501(c)(5).
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(2) The tax inposed by RCW 82.04.240 does not apply to cleaning
fish. For the purposes of this subsection, "cleaning fish" neans the
renoval of the head, fins, or viscera fromfresh fish without further
processing, other than freezing.

Sec. 105. RCW 82.04.4266 and 2005 c¢c 513 s 1 are each anmended to
read as foll ows:

(1) This chapter shall not apply to ((ameunts—received+f+ron)) the:

((H)) (a) Canning, preservi ng, freezing, processi ng, or
dehydrating fresh fruits and vegetabl es; or

((2)) (b) Selling at wholesale fresh fruits and vegetables
canned, preserved, frozen, processed, or dehydrated by the seller and
sold to purchasers who transport in the ordinary course of business the

goods out of this state. ((As—proof—of——saletoaperson—whotranspoerts
shaH—annual-y—previ-de—a—statenrent—in—a—ftorm—preseri-bed—by—the
departrent—and—retaln—the—staterent—as—a—bustness—record—)) A person

taki ng an exenption under this subsection (1)(b) nust keep and preserve
records for the period required by RCW82.32. 070 establishing that the
goods were transported by the purchaser in the ordinary course of
busi ness out of this state.

(2) This section expires July 1, 2012.

Sec. 106. RCW 82.08.02745 and 1997 ¢ 438 s 1 are each anended to
read as foll ows:

(1) The tax |evied by RCW82.08.020 shall not apply to charges nade
for labor and services rendered by any person in respect to the
constructing, repairing, decorating, or inproving of new or existing
bui |l di ngs or other structures used as agricultural enployee housing, or
to sales of tangible personal property that becones an ingredient or
conponent of the buildings or other structures during the course of the
constructing, repairing, decorating, or inproving the buildings or
ot her structures((;—but)). The exenption is available only if the
buyer provides the seller with an exenption certificate in a form and
manner prescribed by the departnent ((by—+ule)).

(2) The exenption provided in this section for agricultural
enpl oyee housing provided to year-round enpl oyees of the agricultural
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enpl oyer, only applies if that housing is built to the current buil ding
code for single-famly or nmultifamly dwellings according to the state
bui | di ng code, chapter 19.27 RCW

(3) Any agricultural enployee housing built under this section
shall be used according to this section for at |least five consecutive
years fromthe date the housing is approved for occupancy, or the ful
anount of tax otherwi se due shall be immediately due and payable
together with interest, but not penalties, fromthe date the housing is
approved for occupancy until the date of paynent. If at any tine
agricultural enployee housing that is not |ocated on agricultural |and
ceases to be used in the manner specified in subsection (2) of this
section, the full anpbunt of tax otherw se due shall be innmediately due
and payable with interest, but not penalties, fromthe date the housing
ceases to be used as agricultural enployee housing until the date of
payment .

(4) The exenption provided in this section shall not apply to
housing built for the occupancy of an enployer, famly nenbers of an
enpl oyer, or persons owning stock or shares in a farm partnership or
corporation business.

(5) For purposes of this section and RCW 82.12. 02685:

(a) "Agricultural enployee"” or "enployee" has the sane neaning as
gi ven in RCW 19. 30. 010;

(b) "Agricultural enployer"™ or "enployer" has the sanme neaning as
given in RCW19. 30. 010; and

(c) "Agricultural enployee housing”" neans all facilities provided
by an agricultural enployer, housing authority, |ocal governnent, state
or f eder al agency, nonpr ofit community or nei ghbor hood- based
organi zation that is exenpt fromincone tax under section 501(c) of the
internal revenue code of 1986 (26 U.S.C. Sec. 501(c)), or for-profit
provi der of housing for housing agricultural enployees on a year-round
or seasonal basis, including bathing, food handling, hand washing
laundry, and toilet facilities, single-famly and nmultifamly dwelling
units and dormtories, and includes | abor canps under RCW ((#8-54-2119))
70.114A.110. "Agricultural enployee housing” does not include housing
regularly provided on a comercial basis to the general public.
"Agricul tural enployee housing” does not include housing provided by a
housi ng authority unless at |east eighty percent of the occupants are
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agricul tural enployees whose adjusted inconme is less than fifty percent
of nmedian famly incone, adjusted for household size, for the county
where the housing is provided.

Sec. 107. RCW 82.08.0311 and 1988 ¢ 68 s 1 are each anended to
read as foll ows:

The tax levied by RCW 82.08.020 shall not apply to sales of
materials and supplies directly used in the packing of fresh perishable
horticultural products by any person entitled to ((a—deduetion)) an
exenption under RCW ((82064-428%)) 82.04.330(1)(e) either as an agent
or an i ndependent contractor.

Sec. 108. RCW 82.08.820 and 1997 c 450 s 2 are each anended to
read as foll ows:

(1) Wholesalers or third-party warehousers who own or operate
war ehouses or grain elevators and retailers who own or operate
distribution centers, and who have paid the tax | evied by RCW82. 08. 020
on:

(a) Material-handling and racki ng equi pnent, and | abor and services
rendered in respect to installing, repairing, cleaning, altering, or
i nprovi ng the equi pnent; or

(b) Construction of a warehouse or grain elevator, including
materials, and including service and | abor costs,
are eligible for an exenption in the formof a remttance. The anount
of the remttance is conputed under subsection (3) of this section and
is based on the state share of sales tax.

(2) For purposes of this section and RCW 82. 12. 820:

(a) "Agricultural products" has the meaning given in RCW82.04. 213;

(b) "Construction" neans the actual construction of a warehouse or
grain elevator that did not exist before the construction began.
"Construction” includes expansion if the expansion adds at |east two
hundred thousand square feet of additional space to an existing
war ehouse or additional storage capacity of at least one mllion
bushels to an existing grain elevator. "Construction" does not include
renovation, renodeling, or repair;

(c) "Departnment” neans the departnent of revenue;

(d) "Distribution <center" nmeans a warehouse that 1is wused
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exclusively by a retailer solely for the storage and distribution of
finished goods to retail outlets of the retailer. "Distribution
center" does not include a warehouse at which retail sales occur;

(e) "Finished goods" neans tangi bl e personal property intended for
sale by a retailer or wholesaler. "Finished goods" does not include
agricultural products stored by whol esal ers, third-party warehouses, or
retailers if the storage takes place on the land of the person who
produced the agricultural product. "Finished goods" does not include
| ogs, mnerals, petroleum gas, or other extracted products stored as
raw materials or in bulk;

(f) "Grain elevator" neans a structure used for storage and
handl i ng of grain in bulk;

(g) "Material-handling equipnment and racking equipnent” means
equi pnent in a warehouse or grain elevator that is primarily used to
handl e, store, organi ze, convey, package, or repackage finished goods.

The termincludes tangi bl e personal property with a useful |ife of one
year or nore that becones an ingredient or conponent of the equipnent,
including repair and replacenent parts. The term does not include
equi prent in offices, lunchroons, restroons, and other |ike space,
within a warehouse or grain elevator, or equipnment used for
nonwar ehousi ng pur poses. "Material -handling equi pnment” includes but is
not limted to: Conveyers, carousels, lifts, positioners, pick-up-and-

pl ace units, cranes, hoists, nmechanical arms, and robots; nechanized
systens, including containers that are an integral part of the system
whose purpose is to lift or nove tangible personal property; and
automat ed handling, storage, and retrieval systens, including conputers
that control them whose purpose is to lift or nove tangi bl e persona
property; and forklifts and other off-the-road vehicles that are used
to lift or nove tangi bl e personal property and that cannot be operated
legally on roads and streets. "Racking equipnent” includes, but is not
limted to, conveying systens, chutes, shelves, racks, bins, drawers,
pall ets, and other containers and storage devices that forma necessary
part of the storage system

(h) "Person" has the neaning given in RCW 82.04. 030;

(1) "Retailer"™ means a person who nekes "sales at retail" as
defined in chapter 82.04 RCWof tangi bl e personal property;

(j) "Square footage" neans the product of the two horizontal
di mrensi ons of each floor of a specific warehouse. The entire footprint
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of the warehouse shall be neasured in cal culating the square footage,
i ncl uding space that juts out fromthe building profile such as | oadi ng
docks. "Square footage" does not nean the aggregate of the square
footage of nore than one warehouse at a | ocation or the aggregate of
t he square footage of warehouses at nore than one | ocation;

(k) "Third-party warehouser"” mneans a person taxable under RCW
82.04.280(4);

(1) "Warehouse" neans an enclosed building or structure in which
finished goods are stored. A warehouse building or structure nay have
nore than one storage room and nore than one floor. O fice space
| unchroons, restroons, and other space wthin the warehouse and
necessary for the operation of the warehouse are considered part of the
war ehouse as are |oading docks and other such space attached to the
buil ding and used for handling of finished goods. Landscapi ng and
parking lots are not considered part of the warehouse. A storage yard
is not a warehouse, nor is a building in which manufacturing takes
pl ace; and

(m "Whol esal er” means a person who nmakes "sal es at whol esal e" as
defined in chapter 82.04 RCW of tangible personal property, but
"whol esal er” does not include a person who nmakes sal es exenpt under RCW
82.04.330(1) (a) or (b).

(3)(a) A person claimng an exenption fromstate tax in the form of
a remttance under this section nust pay the tax inposed by RCW
82.08.020. The buyer may then apply to the departnment for remttance
of all or part of the tax paid under RCW 82.08.020. For grain
el evators wth bushel capacity of one mllion but less than two
mllion, the remttance is equal to fifty percent of the anobunt of tax
pai d. For warehouses with square footage of two hundred thousand or
nore and for grain elevators with bushel capacity of two mllion or
nore, the remttance is equal to one hundred percent of the anmount of
tax paid for qualifying construction, materials, service, and |abor
and fifty percent of the anount of tax paid for qualifying material -
handl i ng equi prent and racking equipnment, and |abor and services
rendered in respect to installing, repairing, cleaning, altering, or
i nprovi ng the equi pnent.

(b) The departnent shall determne eligibility under this section
based on information provided by the buyer and through audit and ot her
adm ni strative records. The buyer shall on a quarterly basis submt an
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information sheet, in a formand manner as required by the departnent
by rule, specifying the amount of exenpted tax clained and the
qualifying purchases or acquisitions for which the exenption is
cl ai med. The buyer shall retain, in adequate detail to enable the
departnent to determ ne whether the equi prent or construction neets the
criteria under this section: | nvoi ces; proof of tax paid; docunents
describing the material-handling equipnment and racking equipnent;
| ocati on and size of warehouses and grain el evators; and construction
i nvoi ces and docunents.

(c) The departnent shall on a quarterly basis remt exenpted
anopunts to qualifying persons who submtted applications during the
previ ous quarter.

(4) Warehouses, grain elevators, and material -handling equi pnent
and racki ng equi pnmrent for which an exenption, credit, or deferral has
been or is being received under chapter 82.60, ((826%-)) 82.62, or
82. 63 RCW or RCW 82.08. 02565 or 82.12.02565 are not eligible for any
remttance under this section. War ehouses and grain elevators upon
whi ch construction was initiated before May 20, 1997, are not eligible
for a remttance under this section.

(5) The lessor or owner of a warehouse or grain elevator is not
eligible for a remttance under this section unless the underlying
ownership of the warehouse or grain elevator and the material -handl i ng
equi pnrent and racki ng equi pnent vests exclusively in the same person,
or unless the lessor by witten contract agrees to pass the econonc
benefit of the remttance to the lessee in the form of reduced rent
payment s.

Sec. 109. RCW 82.08.820 and 2005 c¢ 513 s 11 are each amended to
read as foll ows:

(1) Wholesalers or third-party warehousers who own or operate
war ehouses or grain elevators and retailers who own or operate
distribution centers, and who have paid the tax | evied by RCW82. 08. 020
on:

(a) Material-handling and racki ng equi pnent, and | abor and services
rendered in respect to installing, repairing, cleaning, altering, or
i nprovi ng the equi pnent; or

(b) Construction of a warehouse or grain elevator, including
materials, and including service and | abor costs,
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are eligible for an exenption in the formof a remttance. The anount
of the remttance is conputed under subsection (3) of this section and
is based on the state share of sal es tax.

(2) For purposes of this section and RCW 82. 12. 820:

(a) "Agricultural products" has the nmeaning given in RCW82.04. 213;

(b) "Cold storage warehouse" neans a storage warehouse used to
store fresh and/or frozen perishable fruits or vegetables, or any
conmbi nation thereof, at a desired tenperature to maintain the quality
of the product for orderly marketing;

(c) "Construction" neans the actual construction of a warehouse or
grain elevator that did not exist before the construction began.
"Construction” includes expansion if the expansion adds at |east
twenty-five thousand square feet of additional space to an existing
cold storage warehouse, at |east two hundred thousand square feet of
additional space to an existing warehouse other than a cold storage
war ehouse, or additional storage capacity of at least one mllion
bushels to an existing grain elevator. "Construction"” does not include
renovation, renodeling, or repair;

(d) "Departnment" neans the departnent of revenue;

(e) "Distribution <center" nmeans a warehouse that 1is wused
exclusively by a retailer solely for the storage and distribution of
finished goods to retail outlets of the retailer. "Distribution

center" does not include a warehouse at which retail sales occur;

(f) "Finished goods" neans tangi bl e personal property intended for
sale by a retailer or wholesaler. "Finished goods" does not include
agricultural products stored by whol esal ers, third-party warehouses, or
retailers if the storage takes place on the land of the person who
produced the agricultural product. "Finished goods" does not include
| ogs, mnerals, petroleum gas, or other extracted products stored as
raw materials or in bulk;

(g0 "Gain elevator”™ neans a structure used for storage and
handl i ng of grain in bulk;

(h) "Material-handling equipnment and racking equipnent” nmeans
equi pnent in a warehouse or grain elevator that is primarily used to
handl e, store, organi ze, convey, package, or repackage finished goods.
The termincludes tangi ble personal property with a useful |ife of one
year or nore that becones an ingredient or conponent of the equipnent,
including repair and replacenent parts. The term does not include
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equi pnent in offices, lunchroons, restroons, and other |ike space,

within a warehouse or grain elevator, or equipnment used for
nonwar ehousi ng pur poses. "Material -handling equi pnment” includes but is
not limted to: Conveyers, carousels, lifts, positioners, pick-up-and-

pl ace units, cranes, hoists, nmechanical arms, and robots; nechanized
systens, including containers that are an integral part of the system
whose purpose is to lift or nove tangible personal property; and
automat ed handling, storage, and retrieval systens, including conputers
that control them whose purpose is to lift or nove tangi bl e persona
property; and forklifts and other off-the-road vehicles that are used
to lift or nove tangi bl e personal property and that cannot be operated
legally on roads and streets. "Racking equipnent” includes, but is not
limted to, conveying systens, chutes, shelves, racks, bins, drawers,
pall ets, and other containers and storage devices that forma necessary
part of the storage system

(1) "Person" has the neaning given in RCW 82.04. 030;

(j) "Retailer"™ means a person who nekes "sales at retail" as
defined in chapter 82.04 RCWof tangi bl e personal property;

(k) "Square footage" neans the product of the two horizontal
di mensi ons of each floor of a specific warehouse. The entire footprint
of the warehouse shall be neasured in cal culating the square footage,
i ncluding space that juts out fromthe building profile such as | oading
docks. "Square footage" does not nean the aggregate of the square
footage of nore than one warehouse at a location or the aggregate of
t he square footage of warehouses at nore than one | ocation;

(I') "Third-party warehouser” means a person taxable under RCW
82.04.280(4);

(m "Warehouse" neans an enclosed building or structure in which
finished goods are stored. A warehouse building or structure nay have
nore than one storage room and nore than one floor. O fice space
| unchroons, restroons, and other space wthin the warehouse and
necessary for the operation of the warehouse are considered part of the
war ehouse as are |oading docks and other such space attached to the
buil ding and used for handling of finished goods. Landscapi ng and
parking lots are not considered part of the warehouse. A storage yard
is not a warehouse, nor is a building in which manufacturing takes
pl ace; and
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(n) "Whol esal er” means a person who nmakes "sal es at whol esal e" as
defined in chapter 82.04 RCW of tangible personal property, but
"whol esal er” does not include a person who nakes sal es exenpt under RCW
82.04.330(1) (a) or (b).

(3)(a) A person claimng an exenption fromstate tax in the form of
a remttance under this section nust pay the tax inposed by RCW
82.08.020. The buyer may then apply to the departnment for remttance
of all or part of the tax paid under RCW 82.08.020. For grain
el evators wth bushel capacity of one mllion but less than two
mllion, the remttance is equal to fifty percent of the anobunt of tax
pai d. For warehouses wth square footage of two hundred thousand or
nore, other than cold storage warehouses, and for grain elevators with
bushel capacity of two mllion or nore, the remttance is equal to one
hundred percent of the amount of tax paid for qualifying construction,
materials, service, and labor, and fifty percent of the anpunt of tax
paid for qualifying material -handling equi prent and racki ng equi pnent,
and | abor and services rendered in respect to installing, repairing,
cl eaning, altering, or inproving the equipnent. For cold storage
war ehouses with square footage of twenty-five thousand or nore, the
remttance is equal to one hundred percent of the amobunt of tax paid
for qualifying construction, materials, service, and |abor, and one
hundred percent of the amount of tax paid for qualifying material-
handl i ng equi pnrent and racking equipnment, and |abor and services
rendered in respect to installing, repairing, cleaning, altering, or
i nprovi ng the equi prnent.

(b) The departnent shall determne eligibility under this section
based on information provided by the buyer and through audit and ot her
adm ni strative records. The buyer shall on a quarterly basis submt an
informati on sheet, in a formand manner as required by the departnent
by rule, specifying the amount of exenpted tax clained and the
qualifying purchases or acquisitions for which the exenption is

cl ai med. The buyer shall retain, in adequate detail to enable the
departnent to determ ne whether the equi pmrent or construction neets the
criteria under this section: | nvoi ces; proof of tax paid; docunents

describing the material-handling equipnment and racking equipnent;
| ocati on and size of warehouses and grain el evators; and construction
i nvoi ces and docunents.
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(c) The departnent shall on a quarterly basis remt exenpted
anopunts to qualifying persons who submtted applications during the
previ ous quarter.

(4) Warehouses, grain elevators, and material -handling equi pnent
and racki ng equi pmrent for which an exenption, credit, or deferral has
been or is being received under chapter 82.60, ((826%-)) 82.62, or
82. 63 RCW or RCW 82.08. 02565 or 82.12.02565 are not eligible for any
remttance under this section. War ehouses and grain elevators upon
whi ch construction was initiated before May 20, 1997, are not eligible
for a remttance under this section.

(5) The lessor or owner of a warehouse or grain elevator is not
eligible for a remttance under this section unless the underlying
ownership of the warehouse or grain elevator and the material -handl i ng
equi pnrent and racki ng equi pnent vests exclusively in the same person,
or unless the lessor by witten contract agrees to pass the econonc
benefit of the remttance to the lessee in the form of reduced rent
payment s.

Sec. 110. RCW82.08.820 and 2006 ¢ ... s 109 (section 109 of this
act) are each anended to read as fol |l ows:

(1) Wholesalers or third-party warehousers who own or operate
war ehouses or grain elevators and retailers who own or operate
distribution centers, and who have paid the tax | evied by RCW82. 08. 020
on:

(a) Material-handling and racki ng equi pnent, and | abor and services
rendered in respect to installing, repairing, cleaning, altering, or
i nprovi ng the equi pnent; or

(b) Construction of a warehouse or grain elevator, including
materials, and including service and | abor costs,
are eligible for an exenption in the formof a remttance. The anount
of the remttance is conputed under subsection (3) of this section and
is based on the state share of sales tax.

(2) For purposes of this section and RCW 82. 12. 820:

(a) "Agricultural products" has the meaning given in RCW82.04. 213;

(b) ((=
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{¢y)) "Construction" neans the actual construction of a warehouse
or grain elevator that did not exist before the construction began.
"Construction” includes expansion if the expansion adds ((at—teast

AN a NO a¥a
A \/ \/ waAw C Ci

col-d—storage—warehouser)) at | east two hundred thousand square feet of

addi ti onal space to an existing warehouse ((etherthanra<cold sterage
warehouse)) or additional storage capacity of at l|east one mllion

bushels to an existing grain elevator. "Construction"” does not include
renovation, renodeling, or repair;

((€))) (c) "Departnent” neans the departnment of revenue;

((€e))) (d) "Distribution center"” neans a warehouse that is used
exclusively by a retailer solely for the storage and distribution of
finished goods to retail outlets of the retailer. "Distribution
center" does not include a warehouse at which retail sales occur;

((6)) (e) "Finished goods" neans tangible personal property
intended for sale by a retailer or wholesaler. "Finished goods" does
not include agricultural products stored by wholesalers, third-party
war ehouses, or retailers if the storage takes place on the |and of the
person who produced the agricultural product. "Fi ni shed goods" does
not include logs, mnerals, petroleum gas, or other extracted products
stored as raw materials or in bulk;

(((e)) (f) "Gain elevator"” neans a structure used for storage and
handl i ng of grain in bulk;

((r))) (g) "Material-handling equipnment and racking equipnent”
means equi pnent in a warehouse or grain elevator that is primarily used
to handle, store, organize, convey, package, or repackage finished
goods. The termincludes tangi bl e personal property wwth a useful life
of one year or nore that beconmes an ingredient or conponent of the
equi pnent, including repair and replacenent parts. The term does not
i nclude equipnment in offices, lunchroonms, restroons, and other Iike
space, within a warehouse or grain elevator, or equipnent used for
nonwar ehousi ng pur poses. "Material -handling equi prent” includes but is
not limted to: Conveyers, carousels, lifts, positioners, pick-up-and-
pl ace units, cranes, hoists, nechanical arnms, and robots; mnechanized
systens, including containers that are an integral part of the system
whose purpose is to lift or nove tangible personal property; and
automat ed handling, storage, and retrieval systens, including conputers
that control them whose purpose is to lift or nove tangi bl e persona
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property; and forklifts and other off-the-road vehicles that are used
to lift or nove tangi bl e personal property and that cannot be operated
legally on roads and streets. "Racking equipnent” includes, but is not
limted to, conveying systens, chutes, shelves, racks, bins, drawers,
pal l ets, and other containers and storage devices that forma necessary
part of the storage system

(()) (h) "Person" has the neaning given in RCW 82. 04. 030;

(()) () "Retailer" nmeans a person who nakes "sales at retail”
as defined in chapter 82.04 RCW of tangi bl e personal property;

((Hr)) () "Square footage" mneans the product of the two
hori zontal dinensions of each floor of a specific warehouse. The
entire footprint of the warehouse shall be neasured in calculating the
square footage, including space that juts out fromthe building profile
such as | oadi ng docks. "Square footage" does not nean the aggregate of
the square footage of nore than one warehouse at a l|ocation or the
aggregate of the square footage of warehouses at nore than one
| ocati on;

((H)) (k) "Third-party warehouser” neans a person taxabl e under
RCW 82. 04. 280( 4) ;

((&9)) (1) "Warehouse" nmeans an encl osed building or structure in
whi ch finished goods are stored. A warehouse building or structure nay
have nore than one storage roomand nore than one floor. Ofice space,
| unchroons, restroons, and other space wthin the warehouse and
necessary for the operation of the warehouse are considered part of the
war ehouse as are |oading docks and other such space attached to the
buil ding and used for handling of finished goods. Landscapi ng and
parking lots are not considered part of the warehouse. A storage yard
is not a warehouse, nor is a building in which manufacturing takes
pl ace; and

((0)) (M "Wolesaler” neans a person who nmakes "sales at
whol esale" as defined in chapter 82.04 RCW of tangible personal
property, but "whol esaler” does not include a person who nakes sales
exenpt under RCW 82.04.330(1) (a) or (b).

(3)(a) A person claimng an exenption fromstate tax in the form of
a remttance under this section nust pay the tax inposed by RCW
82.08.020. The buyer may then apply to the departnment for remttance
of all or part of the tax paid under RCW 82.08.020. For grain
el evators wth bushel capacity of one mllion but less than two
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mllion, the remttance is equal to fifty percent of the anobunt of tax
pai d. For warehouses wth square footage of two hundred thousand or
nor e( (;—other—than—cold-storage—warehouses-)) and for grain elevators
wi th bushel capacity of two mllion or nore, the remttance is equal to
one hundred percent of the amount of tax paid for qualifying
construction, materials, service, and |abor, and fifty percent of the
anmount of tax paid for qualifying material-handling equipnent and
racki ng equipnment, and |abor and services rendered in respect to
installing, repairing, cleaning, altering, or inproving the equipnent.

((

(b) The departnent shall determne eligibility under this section
based on information provided by the buyer and through audit and ot her
adm ni strative records. The buyer shall on a quarterly basis submt an
informati on sheet, in a formand manner as required by the departnent
by rule, specifying the amount of exenpted tax clained and the
qualifying purchases or acquisitions for which the exenption is
cl ai med. The buyer shall retain, in adequate detail to enable the
departnent to determ ne whether the equi prent or construction neets the
criteria under this section: | nvoi ces; proof of tax paid; docunents
describing the material-handling equipnment and racking equipnent;
| ocati on and size of warehouses and grain el evators; and construction
i nvoi ces and docunents.

(c) The departnent shall on a quarterly basis remt exenpted
anopunts to qualifying persons who submtted applications during the
previ ous quarter.

(4) Warehouses, grain elevators, and material -handling equi pnent
and racki ng equi pnmrent for which an exenption, credit, or deferral has
been or is being received under chapter 82.60, 82.62, or 82.63 RCWor
RCW 82.08. 02565 or 82.12.02565 are not eligible for any remttance
under this section. Warehouses and grain elevators upon which
construction was initiated before May 20, 1997, are not eligible for a
remttance under this section.
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(5) The lessor or owner of a warehouse or grain elevator is not
eligible for a remttance under this section unless the underlying
ownership of the warehouse or grain elevator and the material - handl i ng
equi pnrent and racki ng equi pnent vests exclusively in the same person,
or unless the lessor by witten contract agrees to pass the econonc
benefit of the remttance to the lessee in the form of reduced rent
payment s.

Sec. 111. RCW 82.12.820 and 2005 c¢ 513 s 12 are each amended to
read as foll ows:

(1) Wholesalers or third-party warehousers who own or operate
war ehouses or grain elevators, and retailers who own or operate
distribution centers, and who have paid the tax levied under RCW
82.12. 020 on:

(a) Material-handling equi pnent and racki ng equi pnrent and | abor and
services rendered in respect to installing, repairing, cleaning,
altering, or inproving the equi pnent; or

(b) Materials incorporated in the construction of a warehouse or
grain elevator, are eligible for an exenption on tax paid in the form
of a remttance or credit against tax owed. The anount of the
remttance or credit is conputed under subsection (2) of this section
and is based on the state share of use tax.

(2)(a) A person claimng an exenption fromstate tax in the form of
a remttance under this section nust pay the tax inposed by RCW
82.12.020 to the departnent. The person may then apply to the
departnment for remttance of all or part of the tax paid under RCW
82.12.020. For grain elevators wth bushel capacity of one mllion but
less than two mllion, the remttance is equal to fifty percent of the
anount of tax paid. For warehouses with square footage of two hundred
t housand or nore, other than cold storage warehouses, and for grain
el evators with bushel capacity of two mllion or nore, the remttance
is equal to one hundred percent of the anount of tax paid for
qual i fying construction materials, and fifty percent of the anount of
tax paid for qualifying material-handling equipnent and racking

equi pnent . ( ( For—ecold—storage—warehouses—wth—sguare—footage—ol
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(b) The departnent shall determne eligibility under this section
based on information provided by the buyer and through audit and ot her
adm ni strative records. The buyer shall on a quarterly basis submt an
informati on sheet, in a formand manner as required by the departnent
by rule, specifying the amount of exenpted tax clained and the
qualifying purchases or acquisitions for which the exenption is
cl ai med. The buyer shall retain, in adequate detail to enable the
departnent to determ ne whether the equi prent or construction neets the
criteria under this section: | nvoi ces; proof of tax paid; docunents
describing the material-handling equipnment and racking equipnent;
| ocation and size of warehouses, iif applicable; and construction
i nvoi ces and docunents.

(c) The departnent shall on a quarterly basis remt or credit
exenpted anobunts to qualifying persons who submtted applications
during the previous quarter.

(3) Warehouse, grain elevators, and material - handl i ng equi pnent and
racki ng equi pment for which an exenption, credit, or deferral has been
or is being received under chapter 82.60, ((82-6%-)) 82.62, or 82.63
RCW or RCW 82.08.02565 or 82.12.02565 are not eligible for any
remttance under this section. Mat erials incorporated in warehouses
and grain el evators upon which construction was initiated prior to My
20, 1997, are not eligible for a remttance under this section.

(4) The |l essor or owner of the warehouse or grain elevator is not
eligible for a remttance or credit under this section unless the
underlying ownership of the warehouse or grain elevator and materi al -
handl i ng equi pnent and racki ng equi pnent vests exclusively in the sane
person, or unless the lessor by witten contract agrees to pass the
econom ¢ benefit of the exenption to the |essee in the formof reduced
rent payments.

(5) The definitions in RCW82.08.820 apply to this section.

Sec. 112. RCW 82.16.050 and 2004 c 153 s 308 are each anended to
read as foll ows:

In conputing tax there may be deducted from the gross incone the
follow ng itens:
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(1) Anpunts derived by municipally owed or operated public service
busi nesses, directly fromtaxes levied for the support or maintenance
t her eof ((—PROWA-BEDB—That)). This subsection shall not be construed
to exenpt service charges which are spread on the property tax rolls
and col l ected as taxes;

(2) Anmpunts derived fromthe sale of cormbdities to persons in the
sane public service business as the seller, for resale as such within
this state. This deduction is allowed only with respect to water
di stribution, gas distribution or other public service businesses which
furnish water, gas or any other commodity in the performance of public
servi ce busi nesses;

(3) Amounts actually paid by a taxpayer to another person taxable
under this chapter as the latter's portion of the consideration due for
services furnished jointly by both, if the total anount has been
credited to and appears in the gross incone reported for tax by the
former;

(4) The ampunt of cash discount actually taken by the purchaser or
cust omer;

(5) The anmount of bad debts, as that termis used in 26 U S.C. Sec.
166, as anended or renunbered as of January 1, 2003, on which tax was
previ ously paid under this chapter;

(6) Anounts derived from business which the state is prohibited
fromtaxing under the Constitution of this state or the Constitution or
| aws of the United States;

(7) Amounts derived from the distribution of water through an
irrigation system for irrigation purposes;

(8) Amounts derived from the transportation of commodities from
points of originin this state to final destination outside this state,
or from points of origin outside this state to final destination in
this state, with respect to which the carrier grants to the shipper the
privilege of stopping the shipnment in transit at some point in this
state for the purpose of storing, manufacturing, mlling, or other
processing, and thereafter forwards the sane commodity, or its
equi valent, in the sane or converted form under a through freight rate
frompoint of origin to final destination; ((and))

(9) Amounts derived from the transportation of commodities from
points of origin in the state to an export elevator, wharf, dock, or
ship side on tidewater or its navigable tributaries ((therete—f+rom
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whi-ch—sueh—ecomrpdities—are)) to be forwarded, w thout intervening
transportation, by vessel, in their original form to interstate or
foreign destinations((—PROAWDBED—That)). No deduction ((wH—be)) is
al l oned under this subsection when the point of origin and the point of
delivery to ((sueh—an)) the export elevator, wharf, dock, or ship side
are located within the corporate limts of the sane city or town;

((699) (10) Amunts derived from the transportation of
agricultural comodities, not including manufactured substances or
articles, from points of origin in the state to interim storage
facilities in this state for transshipnent, wthout intervening
transportation, to an export elevator, wharf, dock, or ship side on
tidewater or its navigable tributaries to be forwarded, wthout
intervening transportation, by vessel, in their original form to
interstate or foreign destinations. If agricultural commodities are
transshi pped frominterimstorage facilities in this state to storage
facilities at a port on tidewater or its navigable tributaries, the
sane agricultural commodity dealer nust operate both the interim
storage facilities and the storage facilities at the port.

(a) The deduction under this subsection is available only when the
person claimng the deduction obtains a certificate from the
agricultural conmmodity deal er operating the interimstorage facilities,
in a formand manner prescribed by the departnent, certifying that:

(i) Mre than ninety-six percent of all of the type of agricultural
commodity delivered by the person claimng the deduction under this
subsection and all other persons to the dealer's interim storage
facilities during the precedi ng cal endar year was shi pped by vessel in
original formto interstate or foreign destinations; and

(ii) Any of the agricultural commbdity that is transshipped to

ports on tidewater or its navigable tributaries wll be received at
storage facilities operated by the sane agricultural combdity dealer
and will be shipped from such facilities, wthout intervening
transportation, by vessel, in their original form to interstate or

foreign destinations.

(b) As used in this subsection, "agricultural comopdity" has the
sane neaning as agricultural product in RCWV82.04.213;

(11) Amounts derived from the production, sale, or transfer of
electrical energy for resale within or outside the state or for
consunption outside the state;
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((28)1)) (12) Amounts derived fromthe distribution of water by a
nonprofit water association and used for capital inprovenents by that
nonprofit water association;

((+)) (13) Amunts paid by a sewerage collection business
taxabl e under RCW 82.16.020(1)(a) to a person taxable under chapter
82.04 RCWfor the treatnent or disposal of sewage.

Sec. 113. RCW88.40.011 and 2003 c 56 s 2 are each anended to read
as follows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Barge" neans a vessel that is not self-propelled.

(2) "Cargo vessel" neans a self-propelled ship in commerce, other
than a tank vessel, fishing vessel, or a passenger vessel, of three
hundred or nore gross tons.

(3) "Bulk™ neans material that is stored or transported in a | oose,
unpackaged Iiquid, powder, or granular form capable of being conveyed
by a pipe, bucket, chute, or belt system

(4) "Covered vessel" neans a tank vessel, cargo vessel, or
passenger vessel.

(5) "Departnent" neans the departnent of ecol ogy.

(6) "Director"” means the director of the departnent of ecol ogy.

(7)(a) "Facility" nmeans any structure, group of structures,

equi pnent, pipeline, or device, other than a vessel, |ocated on or near
the navigable waters of the state that transfers oil in bulk to or from
any vessel with an oil carrying capacity over two hundred fifty barrels
or pipeline, that s used for producing, storing, handl i ng,
transferring, processing, or transporting oil in bulk.

(b) A facility does not include any: (i) Railroad car, notor
vehicle, or other rolling stock while transporting oil over the
hi ghways or rail lines of this state; (ii) retail notor vehicle notor

fuel outlet; (iii) facility that is operated as part of an exenpt
agricultural activity as provided in RCW82.04.330(1) (a) or (b); (iv)
underground storage tank regulated by the departnent or a |ocal
governnent under chapter 90.76 RCW or (v) marine fuel outlet that does
not di spense nore than three thousand gallons of fuel to a ship that is
not a covered vessel, in a single transaction.
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(8) "Fishing vessel" neans a self-propelled commercial vessel of
three hundred or nore gross tons that is wused for catching or
processing fish.

(9) "Gross tons" neans tonnage as determ ned by the United States
coast guard under 33 C.F.R section 138. 30.

(10) "Hazardous substances"” neans any substance |listed as of March
1, 2003, in Table 302.4 of 40 CF.R Part 302 adopted under section
101( 14) of the federal conprehensive environnent al response,
conpensation, and liability act of 1980, as anended by P.L. 99-499.
The following are not hazardous substances for purposes of this
chapter:

(a) Wastes listed as FOO1l through F028 in Table 302.4; and

(b) Wastes listed as KOOl through K136 in Table 302. 4.

(11) "Navigable waters of the state" neans those waters of the
state, and their adjoining shorelines, that are subject to the ebb and
flow of the tide and/or are presently used, have been used in the past,
or may be susceptible for use to transport intrastate, interstate, or
forei gn conmerce.

(12) "GIl" or "oils" nmeans any naturally occurring Iliquid
hydr ocarbons at atnospheric tenperature and pressure conmng from the
earth, including condensate and natural gasoline, and any fractionation

thereof, including, but not limted to, crude oil, petroleum gasoline,
fuel oil, diesel oil, oil sludge, oil refuse, and oil m xed w th wastes
other than dredged spoil. G does not include any substance |listed as

of March 1, 2003, in Table 302.4 of 40 C F. R Part 302 adopted under
section 101(14) of the federal conprehensive environnental response,
conpensation, and liability act of 1980, as anended by P.L. 99-499.

(13) "Ofshore facility" neans any facility located in, on, or
under any of the navigable waters of the state, but does not include a
facility any part of which is located in, on, or under any |and of the
state, other than subnerged | and.

(14) "Onshore facility" means any facility any part of which is
| ocated in, on, or under any land of the state, other than subnerged
| and, that because of its location, could reasonably be expected to
cause substantial harmto the environnment by discharging oil into or on
the navigable waters of the state or the adjoining shorelines.

(15)(a) "Owner or operator” neans (i) in the case of a vessel, any
person owni ng, operating, or chartering by dem se, the vessel; (ii) in
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the case of an onshore or offshore facility, any person owning or
operating the facility; and (iii) in the case of an abandoned vessel or
onshore or offshore facility, the person who owned or operated the
vessel or facility imedi ately before its abandonnent.

(b) "Operator" does not include any person who owns the |and
underlying a facility if the person is not involved in the operations
of the facility.

(16) "Passenger vessel" neans a ship of three hundred or nore gross
tons with a fuel capacity of at |east six thousand gallons carrying
passengers for conpensation

(17) "Ship" means any boat, ship, vessel, barge, or other floating
craft of any ki nd.

(18) "Spill" nmeans an unaut horized di scharge of oil into the waters
of the state.

(19) "Tank vessel"™ nmeans a ship that is constructed or adapted to

carry, or that carries, oil in bulk as cargo or cargo residue, and
t hat :

(a) Operates on the waters of the state; or

(b) Transfers oil in a port or place subject to the jurisdiction of

this state.

(20) "Waters of the state" includes |akes, rivers, ponds, streans,
i nl and wat ers, underground water, salt waters, estuaries, tidal flats,
beaches and | ands adjoi ning the seacoast of the state, sewers, and all
ot her surface waters and watercourses wthin the jurisdiction of the
state of Washi ngt on.

Sec. 114. RCW88.46.010 and 2000 ¢ 69 s 1 are each anended to read
as follows:

Unl ess the context clearly requires otherwise, the definitions in
this section apply throughout this chapter.

(1) "Best achievable protection” nmeans the highest |[|evel of
protection that can be achi eved through the use of the best achievable
technology and those staffing |levels, training procedures, and
operational methods that provide the greatest degree of protection
achievable. The director's determ nation of best achi evable protection
shall be guided by the critical need to protect the state's natura
resources and waters, while considering (a) the additional protection
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provided by the neasures; (b) the technol ogical achievability of the
measures; and (c) the cost of the neasures.

(2) "Best achievabl e technol ogy" neans the technol ogy that provides
the greatest degree of protection taking into consideration (a)
processes that are being devel oped, or could feasibly be devel oped,
gi ven overall reasonabl e expenditures on research and devel opnent, and
(b) processes that are currently in use. |In determning what is best
achi evabl e technol ogy, the director shall consider the effectiveness,
engi neering feasibility, and commercial availability of the technol ogy.

(3) "Cargo vessel" neans a self-propelled ship in commerce, other
than a tank vessel or a passenger vessel, of three hundred or nore
gross tons, including but not limted to, commercial fish processing
vessel s and freighters.

(4) "Bul k™ nmeans material that is stored or transported in a | oose,
unpackaged Iiquid, powder, or granular form capable of being conveyed
by a pipe, bucket, chute, or belt system

(5) "Covered vessel" neans a tank vessel, cargo vessel, or
passenger vessel.

(6) "Departnment" neans the departnent of ecol ogy.

(7) "Director"” means the director of the departnment of ecol ogy.

(8) "Discharge" neans any spilling, |eaking, punping, pouring,
emtting, enptying, or dunping.

(9)(a) "Facility" nmeans any structure, group of structures,

equi pnent, pipeline, or device, other than a vessel, |ocated on or near
t he navigable waters of the state that transfers oil in bulk to or from
a tank vessel or pipeline, that is used for producing, storing,
handl i ng, transferring, processing, or transporting oil in bulk.

(b) A facility does not include any: (i) Railroad car, notor
vehicle, or other rolling stock while transporting oil over the
hi ghways or rail lines of this state; (ii) retail notor vehicle notor

fuel outlet; (iii) facility that is operated as part of an exenpt
agricultural activity as provided in RCW82.04.330(1) (a) or (b); (iv)
underground storage tank regulated by the departnent or a |ocal
governnent under chapter 90.76 RCW or (v) marine fuel outlet that does
not di spense nore than three thousand gallons of fuel to a ship that is
not a covered vessel, in a single transaction.

(10) "Marine facility" nmeans any facility used for tank vessel
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whar f age or anchorage, including any equi pnent used for the purpose of
handling or transferring oil in bulk to or froma tank vessel.

(11) "Navigable waters of the state" neans those waters of the
state, and their adjoining shorelines, that are subject to the ebb and
flow of the tide and/or are presently used, have been used in the past,
or may be susceptible for use to transport intrastate, interstate, or
forei gn conmerce.

(12) "GIl" or "oils" nmeans any naturally occurring Iliquid
hydr ocarbons at atnospheric tenperature and pressure conmng from the
earth, including condensate and natural gasoline, and any fractionation

thereof, including, but not limted to, crude oil, petroleum gasoline,
fuel oil, diesel oil, oil sludge, oil refuse, and oil m xed w th wastes
ot her than dredged spoil. G| does not include any substance listed in

Table 302.4 of 40 C F.R Part 302 adopted August 14, 1989, under
section 101(14) of the federal conprehensive environnental response,
conpensation, and liability act of 1980, as anended by P.L. 99-499.

(13) "Ofshore facility" neans any facility located in, on, or
under any of the navigable waters of the state, but does not include a
facility any part of which is located in, on, or under any |and of the
state, other than subnmerged |and. "Ofshore facility" does not include
a marine facility.

(14) "Onshore facility" means any facility any part of which is
| ocated in, on, or under any land of the state, other than subnerged
| and, that because of its location, could reasonably be expected to
cause substantial harmto the environnment by discharging oil into or on
t he navigable waters of the state or the adjoining shorelines.

(15)(a) "Owner or operator” neans (i) in the case of a vessel, any
person owni ng, operating, or chartering by dem se, the vessel; (ii) in
the case of an onshore or offshore facility, any person owning or
operating the facility; and (iii) in the case of an abandoned vessel or
onshore or offshore facility, the person who owned or operated the
vessel or facility inmmediately before its abandonnent.

(b) "Operator" does not include any person who owns the |and
underlying a facility if the person is not involved in the operations
of the facility.

(16) "Passenger vessel" neans a ship of three hundred or nore gross
tons with a fuel capacity of at |east six thousand gallons carrying
passengers for conpensation
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(17) "Person" nmeans any political subdivision, governnent agency,
muni ci pality, industry, public or private corporation, copartnership,
association, firm individual, or any other entity whatsoever.

(18) "Ship" means any boat, ship, vessel, barge, or other floating
craft of any ki nd.

(19) "Spill" nmeans an unaut horized di scharge of oil into the waters
of the state.

(20) "Tank vessel"™ nmeans a ship that is constructed or adapted to

carry, or that carries, oil in bulk as cargo or cargo residue, and
t hat :

(a) Operates on the waters of the state; or

(b) Transfers oil in a port or place subject to the jurisdiction of

this state.

(21) "Waters of the state" includes |akes, rivers, ponds, streans,
i nl and wat ers, underground water, salt waters, estuaries, tidal flats,
beaches and | ands adjoi ning the seacoast of the state, sewers, and all
ot her surface waters and watercourses wthin the jurisdiction of the
state of Washi ngt on.

(22) "Worst case spill" neans: (a) In the case of a vessel, a
spill of the entire cargo and fuel of the vessel conplicated by adverse
weat her conditions; and (b) in the case of an onshore or offshore
facility, the largest foreseeable spill in adverse weather conditions.

Sec. 115. RCW 90.56.010 and 2000 c¢c 69 s 15 are each anended to
read as foll ows:

For purposes of this chapter, the follow ng definitions shall apply
unl ess the context indicates otherw se:

(1) "Best achievable protection” nmeans the highest |[|evel of
protection that can be achi eved through the use of the best achievable
technology and those staffing |levels, training procedures, and
operational methods that provide the greatest degree of protection
achievable. The director's determ nation of best achi evable protection
shall be guided by the critical need to protect the state's natura
resources and waters, while considering (a) the additional protection
provided by the neasures; (b) the technol ogical achievability of the
measures; and (c) the cost of the neasures.

(2) "Best achievabl e technol ogy" neans the technol ogy that provides
the greatest degree of protection taking into consideration (a)
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processes that are being devel oped, or could feasibly be devel oped,
gi ven overall reasonabl e expenditures on research and devel opnent, and
(b) processes that are currently in use. In determning what is best
achi evabl e technol ogy, the director shall consider the effectiveness,
engi neering feasibility, and commercial availability of the technol ogy.

(3) "Board" nmeans the pollution control hearings board.

(4) "Cargo vessel" neans a self-propelled ship in commerce, other
than a tank vessel or a passenger vessel, three hundred or nore gross
tons, including but not limted to, conmmercial fish processing vessels
and freighters.

(5) "Bulk"™ neans material that is stored or transported in a | oose,
unpackaged Iiquid, powder, or granular form capable of being conveyed
by a pipe, bucket, chute, or belt system

(6) "Commttee" neans the preassessnent screening commttee
est abl i shed under RCW 90. 48. 368.

(7) "Covered vessel" neans a tank vessel, cargo vessel, or
passenger vessel.

(8) "Departnent" neans the departnent of ecol ogy.

(9) "Director” means the director of the departnment of ecol ogy.

(10) "D scharge" neans any spilling, |eaking, punping, pouring,
emtting, enptying, or dunping.

(11)(a) "Facility" means any structure, group of structures,

equi pnent, pipeline, or device, other than a vessel, |ocated on or near
the navigable waters of the state that transfers oil in bulk to or from
a tank vessel or pipeline, that is used for producing, storing,
handl i ng, transferring, processing, or transporting oil in bulk.

(b) A facility does not include any: (1) Railroad car, notor
vehicle, or other rolling stock while transporting oil over the
hi ghways or rail lines of this state; (ii) underground storage tank

regul ated by the departnent or a | ocal governnent under chapter 90.76
RCW (iii) notor vehicle notor fuel outlet; (iv) facility that is
operated as part of an exenpt agricultural activity as provided in RCW
82.04.330(1) (a) or (b); or (v) marine fuel outlet that does not
di spense nore than three thousand gallons of fuel to a ship that is not
a covered vessel, in a single transaction.

(12) "Fund" nmeans the state coastal protection fund as provided in
RCW 90. 48. 390 and 90. 48. 400.

p. 37 SB 6237



© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNDNMNDNDDNDNMNDNMNMNMNNNMNPEPPRPPRPPRPPRPEPRPEPRPRERPPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O W DN e o

(13) "Having control over oil" shall include but not be limted to
any person using, storing, or transporting oil imrediately prior to
entry of such oil into the waters of the state, and shall specifically
include carriers and bailees of such oil.

(14) "Marine facility" nmeans any facility used for tank vesse
whar f age or anchorage, including any equi pnent used for the purpose of
handling or transferring oil in bulk to or froma tank vessel.

(15) "Navigable waters of the state" neans those waters of the
state, and their adjoining shorelines, that are subject to the ebb and
flow of the tide and/or are presently used, have been used in the past,
or may be susceptible for use to transport intrastate, interstate, or
forei gn conmerce.

(16) "Necessary expenses"” neans the expenses incurred by the
departnment and assisting state agencies for (a) investigating the
source of the discharge; (b) investigating the extent of the
envi ronnent al damage caused by the discharge; (c) conducting actions
necessary to clean up the discharge; (d) conducting predanage and
damage assessnent studies; and (e) enforcing the provisions of this
chapter and collecting for danmages caused by a di scharge.

(17) "Q 1" or "oils" means naturally occurring liquid hydrocarbons
at atnospheric tenperature and pressure coming from the earth
i ncluding condensate and natural gasoline, and any fractionation

thereof, including, but not limted to, crude oil, petroleum gasoline,
fuel oil, diesel oil, oil sludge, oil refuse, and oil m xed w th wastes
ot her than dredged spoil. G| does not include any substance listed in

Table 302.4 of 40 C F.R Part 302 adopted August 14, 1989, under
section 101(14) of the federal conprehensive environnental response,
conpensation, and liability act of 1980, as anended by P.L. 99-499.

(18) "Ofshore facility" neans any facility located in, on, or
under any of the navigable waters of the state, but does not include a
facility any part of which is located in, on, or under any |and of the
state, other than subnerged | and.

(19) "Onshore facility" means any facility any part of which is
| ocated in, on, or under any land of the state, other than subnerged
| and, that because of its location, could reasonably be expected to
cause substantial harmto the environnment by discharging oil into or on
the navigable waters of the state or the adjoining shorelines.
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(20)(a) "Owner or operator” neans (i) in the case of a vessel, any
person owni ng, operating, or chartering by dem se, the vessel; (ii) in
the case of an onshore or offshore facility, any person owning or
operating the facility; and (iii) in the case of an abandoned vessel or
onshore or offshore facility, the person who owned or operated the
vessel or facility imedi ately before its abandonnent.

(b) "Operator" does not include any person who owns the |and
underlying a facility if the person is not involved in the operations
of the facility.

(21) "Passenger vessel" neans a ship of three hundred or nore gross
tons with a fuel capacity of at |east six thousand gallons carrying
passengers for conpensation

(22) "Person" nmeans any political subdivision, governnent agency,
muni ci pality, industry, public or private corporation, copartnership,
association, firm individual, or any other entity whatsoever.

(23) "Ship" means any boat, ship, vessel, barge, or other floating
craft of any ki nd.

(24) "Spill" means an unauthorized discharge of oil or hazardous
substances into the waters of the state.

(25) "Tank vessel"™ nmeans a ship that is constructed or adapted to

carry, or that carries, oil in bulk as cargo or cargo residue, and
t hat :

(a) Operates on the waters of the state; or

(b) Transfers oil in a port or place subject to the jurisdiction of

this state.

(26) "Waters of the state" includes |akes, rivers, ponds, streans,
i nl and wat ers, underground water, salt waters, estuaries, tidal flats,
beaches and | ands adjoi ning the seacoast of the state, sewers, and all
ot her surface waters and watercourses wthin the jurisdiction of the
state of Washi ngt on.

(27) "Worst case spill" neans: (a) In the case of a vessel, a
spill of the entire cargo and fuel of the vessel conplicated by adverse
weat her conditions; and (b) in the case of an onshore or offshore
facility, the largest foreseeable spill in adverse weather conditions.

NEW SECTION. Sec. 116. The repealed sections in section 4,
chapter 420, Laws of 2005 do not affect any rights, liabilities,
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obligations, or proceedings, incurred or instituted prior to July 1,
2005, under those repeal ed sections or rules or orders adopted by the
departnent of revenue pursuant to those repeal ed sections.

NEW SECTION. Sec. 117. The following acts or parts of acts are
each repeal ed:

(1) RCWB82.04.035 ("Plantation Christmas trees") and 1987 ¢ 23 s 1;

(2) RCW 82.04.2403 (Manufacturer tax not applicable to cleaning
fish) and 1994 c¢ 167 s 1,

(3) RCW82.04. 331 (Exenptions--Wolesale sales to farners of seed
for planting, conditioning seed for planting owed by others) and 1998
c 170 s 2;

(4) RCW 82.04.332 (Exenptions--Buying and selling at whol esale
wheat, oats, dry peas, dry beans, lentils, triticale, canola, corn,
rye, and barley) and 1998 ¢ 312 s 2;

(5) RCW 82.04. 333 (Exenptions--Small harvesters) and 1990 c¢ 141 s

1

(6) RCW 82.04.335 (Exenptions--Agricultural fairs) and 1965 ex.s.
c 145 s 1;

(7) RCW 82.04. 337 (Exenptions--Anmounts received by hop growers or
deal ers for processed hops shipped outside the state) and 1987 c¢ 495 s
1

(8 RCW 82.04.338 (Exenptions--Hop commodity comm ssion or hop
comodity board business) and 1998 ¢ 200 s 1;

(9) RCW82.04.410 (Exenptions--Hatching eggs and poultry) and 1967
ex.s. ¢ 149 s 15 & 1961 ¢ 15 s 82.04.410; and

(10) RCW 82.04.4287 (Deductions--Conpensation for receiving,
washing, etc., horticultural products for person exenpt under RCW
82.04. 330--Materials and supplies used) and 1980 ¢ 37 s 8.

PART 11
ALTERNATI VE ENERGY PROVI SI ONS

Sec. 201. RCW82.04.260 and 2005 ¢ 513 s 2 and 2005 c 443 s 4 are
each reenacted and anended to read as foll ows:

(1) Upon every person engaging within this state in the business of
manuf act uri ng:
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(a) Wheat into flour, barley into pearl barley, soybeans into
soybean oil, canola into canola oil, canola neal, or canola byproducts,
or sunflower seeds into sunflower oil; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
( ( Hour——peart—bartey—eott——canola—neal—o6r—canola)) products or
byproducts manufactured, nultiplied by the rate of 0.138 percent;

(b) Seafood products which remain in a raw, raw frozen, or raw
salted state at the conpletion of the manufacturing by that person; as
to such persons the anount of tax with respect to such business shal
be equal to the value of the products manufactured, nultiplied by the
rate of 0.138 percent;

(c) Dairy products that as of Septenber 20, 2001, are identified in
21 CF.R, chapter 1, parts 131, 133, and 135, including byproducts
fromthe manufacturing of the dairy products such as whey and casei n;
or selling the sane to purchasers who transport in the ordinary course
of business the goods out of state; as to such persons the tax inposed
shall be equal to the value of the products or byproducts manufactured
or the gross proceeds derived fromsuch sales multiplied by the rate of

0. 138 percent. ( ( As—prooft—of—sale—to—a—person—who—transports—+n—the
or-th-nary—course—ol—business—goods—out—ol—this—state—theseler—shal

retatA—the—staterent—as—a—business—reecord)) Sellers nust Kkeep and
preserve records for the period required by RCW82.32. 070 establishing
that the goods were transported by the purchaser in the ordinary course
of business out of this state;

(d) ((YatH+—3uby—31—20069,)) Alcohol fuel, biodiesel fuel, ((eF))

bi odi esel feedstock, or wood bionass fuel, as those terns are defi ned

in RCW82. 29A. 135; as to such persons the anpbunt of tax with respect to
t he busi ness shall be equal to the value of ((aleehel—fuel—biodiesel
fuel—or—biodiesel—feedstock)) the products manufactured, nultiplied by
the rate of 0.138 percent; and

Beginning July 1., 2012, fresh fruits and/or vegetables by canning,
preserving, freezingq, pr ocessi ng, or dehydrating, or selling at
wholesale fresh fruits and vegetables canned, preserved, frozen,
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processed, or dehydrated by the seller and sold to purchasers who
transport in the ordinary course of business the goods out of this
state; as to such persons the anmpunt of tax with respect to such
busi ness shall be equal to the value of the products manufactured or
the gross proceeds derived from such sales nmultiplied by the rate of
0.138 percent. Sellers nust keep and preserve records for the period
requi red by RCW 82.32. 070 establishing that the goods were transported
by the purchaser in the ordinary course of business out of this state.

(2) Upon every person engaging within this state in the business of
splitting or processing dried peas; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
peas split or processed, nultiplied by the rate of 0.138 percent.

(3) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and devel opnent, as to such
corporations and associ ations, the amount of tax with respect to such
activities shall be equal to the gross incone derived from such
activities multiplied by the rate of 0.484 percent.

(4) Upon every person engaging within this state in the business of
sl aughtering, breaking and/or processing perishable neat products
and/ or selling the sane at wholesale only and not at retail; as to such
persons the tax inposed shall be equal to the gross proceeds derived
fromsuch sales multiplied by the rate of 0.138 percent.

(5) Upon every person engaging within this state in the business of
acting as a travel agent or tour operator; as to such persons the
anmount of the tax with respect to such activities shall be equal to the
gross incone derived from such activities nultiplied by the rate of
0. 275 percent.

(6) Upon every person engaging within this state in business as an
international steanship agent, international custons house broker,
international freight forwarder, vessel and/or cargo charter broker in
foreign commerce, and/or international air cargo agent; as to such
persons the anmobunt of the tax with respect to only international
activities shall be equal to the gross incone derived from such
activities multiplied by the rate of 0.275 percent.

(7) Upon every person engaging within this state in the business of
stevedoring and associated activities pertinent to the novenent of
goods and conmodities in waterborne interstate or foreign commerce; as
to such persons the anount of tax with respect to such business shal
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be equal to the gross proceeds derived fromsuch activities multiplied
by the rate of 0.275 percent. Persons subject to taxation under this
subsection shall be exenpt from paynment of taxes inposed by chapter
82.16 RCWfor that portion of their business subject to taxation under
this subsection. St evedoring and associated activities pertinent to
the conduct of goods and comodities in waterborne interstate or
foreign commerce are defined as all activities of a | abor, service or
transportation nature whereby cargo may be | oaded or unloaded to or
fromvessel s or barges, passing over, onto or under a wharf, pier, or
simlar structure; cargo may be noved to a warehouse or simlar hol ding
or storage yard or area to await further novenent in inport or export
or may nove to a consolidation freight station and be stuffed,
unst uf f ed, cont ai neri zed, separated or otherwise segregated or
aggregated for delivery or |loaded on any node of transportation for
delivery to its consignee. Specific activities included in this
definition are: Whar f age, handling, |oading, unloading, noving of
cargo to a convenient place of delivery to the consignee or a
convenient place for further novenent to export node; docunentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
i nported autonobile handling prior to delivery to consignee; term nal
stevedoring and incidental vessel services, including but not Iimted
to plugging and wunplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hat ch covers.

(8) Upon every person engaging within this state in the busi ness of
di sposing of |lowlevel waste, as defined in RCWA43. 145. 010; as to such
persons the anmount of the tax with respect to such business shall be
equal to the gross incone of the business, excluding any fees inposed
under chapter 43.200 RCW nmultiplied by the rate of 3.3 percent.

If the gross incone of the taxpayer is attributable to activities
both within and without this state, the gross incone attributable to
this state shall be determined in accordance with the nethods of
apportionnment required under RCW 82. 04. 460.

(9) Upon every person engaging within this state as an insurance
agent, insurance broker, or insurance solicitor |licensed under chapter
48.17 RCW as to such persons, the amount of the tax with respect to
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such licensed activities shall be equal to the gross inconme of such
business multiplied by the rate of 0.484 percent.

(10) Upon every person engaging within this state in business as a
hospital, as defined in chapter 70.41 RCW that is operated as a
nonprofit corporation or by the state or any of its political
subdi visions, as to such persons, the anmount of tax with respect to
such activities shall be equal to the gross inconme of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
percent thereafter. The noneys coll ected under this subsection shal
be deposited in the health services account created under RCW
43. 72.900.

(11)(a) Beginning OCctober 1, 2005, wupon every person engaging
wthin this state in the business of nmanufacturing comerci al
ai rpl anes, or conponents of such airplanes, as to such persons the
anopunt of tax with respect to such business shall, in the case of
manuf acturers, be equal to the value of the product manufactured, or in
the case of processors for hire, be equal to the gross incone of the
busi ness, multiplied by the rate of:

(i) 0.4235 percent from Cctober 1, 2005, through the |ater of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.

(b) Begi nning Cctober 1, 2005, upon every person engaging wWthin
this state in the business of making sales, at retail or whol esale, of
commerci al airplanes, or conponents of such airplanes, manufactured by
t hat person, as to such persons the anmount of tax with respect to such
busi ness shall be equal to the gross proceeds of sales of the airplanes
or conponents nultiplied by the rate of:

(i) 0.4235 percent from Cctober 1, 2005, through the |later of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.
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(c) For the purposes of this subsection (11), "conmerci al
ai rplane,"” "conponent," and "final assenbly of a superefficient
ai rpl ane" have the neani ngs given in RCW 82. 32. 550.

(d) In addition to all other requirenments under this title, a
person eligible for the tax rate under this subsection (11) nust report
as required under RCW 82. 32. 545.

(e) This subsection (11) does not apply after the earlier of: July
1, 2024; or Decenber 31, 2007, if assenbly of a superefficient airplane
does not begin by Decenber 31, 2007, as determ ned under RCW 82. 32. 550.

Sec. 202. RCW 84.36.635 and 2003 c 261 s 9 are each anended to
read as foll ows:

(1) For the purposes of this section:

(a) "Alcohol fuel" neans any al cohol made from a product other than
petrol eum or natural gas, which is used alone or in conbination with
gasoline or other petroleum products for use as a fuel for notor
vehicles, farminplenents, and machi nes or inplenents of husbandry.

(b) "Biodiesel feedstock”™ neans oil that is produced from an
agricultural <crop for the sole purpose of wultimately producing
bi odi esel fuel.

(c) "Biodiesel fuel" neans a nono al kyl ester of long chain fatty
acids derived from vegetable oils or animal fats for use in
conpression-ignition engines and that neets the requirenents of the
Anmerican society of testing and materials specification D 6751 in
effect as of January 1, 2003.

(d) "Whod biomass fuel" nmeans a pyrolytic liquid fuel or synthesis
gas-derived liquid fuel, used in internal conbustion engines, and
produced fromwood, forest, or field residue, or dedicated energy crops
that do not include wood pieces that have been treated wth chem ca
preservatives such as Creosot e, pent achl or ophenol , or
copper - chr ona- arseni c.

(2)(a) Al buildings, machinery, equipnent, and other personal
property ((whieh—+s)) used primarily for the manufacturing of al cohol
fuel, biodiesel fuel, ((ef)) biodiesel feedstock, or wood bionass fuel,
the land upon which this property is located, and land that is
reasonably necessary in the manufacturing of alcohol fuel, biodiese
fuel, ((er)) biodiesel feedstock, or wood biomass fuel, but not |and
necessary for growing of crops, which together conprise a new
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manufacturing facility or an addition to an existing manufacturing
facility, are exenpt from property taxation for the six assessnent
years follow ng the date on which the facility or the addition to the
existing facility becomes operational.

(b) For manufacturing facilities ((whieh)) that produce products in
addition to al cohol fuel, biodiesel fuel, ((er)) biodiesel feedstock,
or wood biomass fuel, the anount of the property tax exenption shall be
based upon the annual percentage of the total value of all products
manufactured that is the value of the alcohol fuel, biodiesel fuel
((and)) biodiesel feedstock, and wood bi omass fuel manufactured.

(3) dains for exenptions authorized by this section shall be filed
wth the county assessor on fornms prescribed by the departnment of
revenue and furnished by the assessor. Once filed, the exenption is
valid for six years and shall not be renewed. The assessor shall
verify and approve clains as the assessor determnes to be justified
and in accordance wth this section. ((Ne—elatrms—ray—bef+iledafter
Pecenber—31—2009-))

(4) The departnent of revenue may ((premHgate—sueh)) adopt rules,
pursuant to chapter 34.05 RCW as necessary to properly admnister this
section.

Sec. 203. RCW82.29A 135 and 2003 ¢ 339 s 10 and 2003 c 261 s 10
are each reenacted and anended to read as foll ows:

(1) For the purposes of this section:

(a) "Alcohol fuel" neans any al cohol made from a product other than
petrol eum or natural gas, which is used alone or in conbination wth
gasoline or other petroleum products for use as a fuel for notor
vehicles, farminplenents, and machi nes or inplenents of husbandry.

(b) "Biodiesel feedstock”™ neans oil that is produced from an
agricultural <crop for the sole purpose of wultimately producing
bi odi esel fuel.

(c) "Biodiesel fuel" neans a nono al kyl ester of long chain fatty
acids derived from vegetable oils or animal fats for use in
conpression-ignition engines and that neets the requirenents of the
Anmerican society of testing and materials specification D 6751 in
effect as of January 1, 2003.

(d) "wbod bionmass fuel"” nmeans a pyrolytic liquid fuel or synthesis
gas-derived liquid fuel, wused in internal conbustion engines, and
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produced from wood, forest, or field residue, or dedicated energy crops
that do not include wood pieces that have been treated wth chem ca
preservatives such as creosote, pentachlorophenol, or copper-chrona-
arsenic.

(2)(a) Al leasehold interests in buildings, machinery, equipnent,
and other personal property which is wused primarily for the
manuf acturing of alcohol fuel, wood biomass fuel, biodiesel fuel, or
bi odi esel feedstock, the | and upon which this property is |ocated, and
| and that is reasonably necessary in the manufacturing of alcohol fuel,
wood bi omass fuel, biodiesel fuel, or biodiesel feedstock, but not |and
necessary for growing of crops, which together conprise a new
manufacturing facility or an addition to an existing manufacturing
facility, are exenpt from | easehol d excise taxes inposed by or under
the authority of RCW 82.29A 030 and 82.29A 040 for a period of six
years from the date on which the facility or the addition to the
existing facility beconmes operational.

(b) For manufacturing facilities which produce products in addition
to alcohol fuel, wood biomss fuel, biodiesel fuel, or biodiesel
feedst ock, the anount of the |easehold excise tax exenption shall be
based upon the annual percentage of the total value of all products
manuf actured that is the value of the alcohol fuel, wood biomass fuel,
bi odi esel fuel, and biodi esel feedstock manufactured.

(3) dains for exenptions authorized by this section shall be filed
with the departnent ((et+revende)) on forns prescribed and furni shed by
the departnent ((et—+revenrve—and—furnished—by the departrent—of
revenue)). Once filed, the exenption is valid for six years and shal
not be renewed. The departnent ((et—+revende)) shall verify and approve
clains as the departnent ((ef—+evenue)) determnes to be justified and
in accordance with this section. ( ( No—clatms—may—be—Hed—albter
Peecenber—31,—2009-))

(4) The departnent ((ef—+revenue)) may ((proemulgate—sueh)) adopt
rules, pursuant to chapter 34.05 RCW as are necessary to properly
adm ni ster this section.

Sec. 204. RCW 82.04.4334 and 2003 ¢ 63 s 1 are each anended to
read as foll ows:

(1) I'n conputing tax there may be deducted fromthe neasure of tax
anounts received fromthe retail sale, or for the distribution, of:
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(a) Biodiesel fuel; or
(b) Wod bionass fuel; or

(c) Alcohol fuel, if the alcohol fuel is at |east eighty-five
percent of the volunme of the fuel being sold or distributed.

(2) For the purposes of this section and RCW 82.08.955 ((and
8212-955)), the follow ng definitions apply:

£¢)y)) "Alcohol fuel," "biodiesel fuel," and "wood bionmass fuel"
have the sane neanings as provided in RCW82. 29A. 135.

(b) "Distribution" means any of the actions specified in RCW
82. 36. 020(2).

({ (3—TFhts—sectton—exptres—Juby—1,—2009-) )

Sec. 205. RCW82.08.955 and 2003 ¢ 63 s 2 are each anended to read
as follows:

(1) The tax levied by RCW 82.08.020 does not apply to sales of
machi nery and equipnent, or to services rendered in respect to
constructing structures, installing, constructing, repairing, cleaning,
decorating, altering, or inproving of structures or nmachinery and
equi pnent, or to sales of tangible personal property that becones an
i ngredi ent or conponent of structures or machinery and equi pnent, if
t he machi nery, equipnent, or structure is used directly for the retai
sale of a biodiesel blend, wood bionmass fuel blend, or alcohol fuel
bl end. Structures and machinery and equi pnent that are used for the
retail sale of a biodiesel blend, wood biomass fuel blend, or alcohol
fuel blend and for other purposes are exenpt only on the portion used
directly for the retail sale of a biodiesel blend, wood bionmass fue
bl end, or al cohol fuel blend.

(2) The tax levied by RCW82.08.020 does not apply to sales of fuel
delivery vehicles or to sales of or charges nmade for |abor and services
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rendered in respect to installing, repairing, cleaning, altering, or
i nproving the vehicles including repair parts and replacenent parts if
at | east seventy-five percent of the fuel distributed by the vehicles
is a biodiesel blend, wood bi omass fuel blend, or alcohol fuel blend.

(3) A person taking the exenption under this section nmust keep
records necessary for the departnment to verify eligibility under this
section. The exenption is available only when the buyer provides the
seller wwth an exenption certificate in a formand manner prescribed by
the departnment. The seller shall retain a copy of the certificate for
the seller's files.

(4) For the purposes of this section, the definitions in RCW
((82064-4334)) 82.29A.135 and this subsection apply.

(a) "Alcohol fuel blend" neans fuel that contains at |east eighty-
five percent al cohol fuel by vol une.

(b) "Biodiesel blend" neans fuel that contains at |east twenty
percent biodi esel fuel by vol une.

(c) "Machinery and equi pnent” neans industrial fixtures, devices,
and support facilities and tangi ble personal property that becones an
i ngredi ent or conponent thereof, including repair parts and repl acenent
parts that are integral and necessary for the delivery of biodiesel or
al cohol fuel blends into the fuel tank of a notor vehicle.

(({5) This section expires July 1, 2009.))

(d) "Wbod biomass fuel blend" nmeans fuel that contains at |east
twenty percent wood bi omass fuel by vol une.

Sec. 206. RCW 82.08.02567 and 2004 ¢ 152 s 1 are each anended to
read as foll ows:

(1) The tax levied by RCW 82.08.020 shall not apply to sales of
machi nery and equi pnment used directly in generating electricity using
fuel cells, wind, sun, or landfill gas as the principal source of
power, or to sales of or charges nmade for |abor and services rendered
in respect to installing such machinery and equi pnent, but only if the
pur chaser devel ops with such machi nery, equipnent, and | abor a facility
capabl e of generating not less than two hundred watts of electricity
and provides the seller with an exenption certificate in a form and
manner prescribed by the departnent. The seller shall retain a copy of
the certificate for the seller's files.

(2) For purposes of this section ((anrd—REW82-1202567%)):
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(a) "Landfill gas" means biomass fuel of the type qualified for
federal tax credits under 26 U.S.C. Sec. 29 collected froma landfill.
"Landfill"™ means a landfill as defined under RCW 70. 95. 030;

(b) "Machinery and equipnent” neans ((+neust+al)) fixtures,
devi ces, and support facilities that are integral and necessary to the
generation of electricity using fuel cells, wind, sun, or landfill gas
as the principal source of power;

(c) "Machinery and equi pnent"” does not include: (i) Hand-powered

tools; (ii) property with a useful life of less than one year; (iii)
repair parts required to restore machinery and equipnent to nornal
wor ki ng  order; (tv) replacenent parts that do not increase
productivity, inprove efficiency, or extend the wuseful Ilife of

machi nery and equi pnent; (v) buildings; or (vi) building fixtures that
are not integral and necessary to the generation of electricity that
are permanently affixed to and becone a physical part of a building;

(d) Machinery and equipnment is "used directly" in generating
electricity wth fuel cells or by wnd energy, solar energy, or
landfill gas power if it provides any part of the process that captures
the energy of the wind, sun, or landfill gas, converts that energy to

electricity, and stores, transfornms, or transmts that electricity for
entry into or operation in parallel wth electric transm ssion and
di stribution systens;

(e) "Fuel cell"” neans an el ectrochem cal reaction that generates
electricity by conbining atons of hydrogen and oxygen in the presence
of a catalyst.

(3) This section expires June 30, 20009.

Sec. 207. RCW 82.04.294 and 2005 c 301 s 2 are each anended to
read as follows:

(1) Beginning Cctober 1, 2005, upon every person engaging wthin
this state in the business of manufacturing solar energy systens using
phot ovol taic nodules, or ((stHHeen)) of manufacturing solar grade
silicon to be used exclusively in conmponents of such systens; as to
such persons the anount of tax with respect to such business shall, in
the case of manufacturers, be equal to the value of the product
manuf actured, or in the case of processors for hire, be equal to the
gross incone of the business, nultiplied by the rate of 0.2904 percent.
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(2) Beginning Cctober 1, 2005, upon every person engaging wthin
this state in the business of nmaking sales at whol esal e of sol ar energy
systens using photovoltaic nodules, or ((st+Heen)) of solar grade
silicon to be used exclusively in conponents of such systens,
manuf actured by that person; as to such persons the anmount of tax with
respect to such business shall be equal to the gross proceeds of sales
of the solar energy systens using photovoltaic nodules, or of the solar

grade silicon to be used exclusively in conponents of such systens,
mul tiplied by the rate of 0.2904 percent.

(3) The definitions in this subsection apply throughout this
section.

(a) "Mdule" neans the smallest nondivisible self-contained
physi cal structure housing interconnected photovoltaic cells and
providing a single direct current electrical output.

(b) "Photovoltaic cell" neans a device that converts light directly
into electricity wthout noving parts.

(c) "Solar energy systent neans any device or conbination of
devices or elenents that rely upon direct sunlight as an energy source
for use in the generation of electricity.

(d) " Sol ar grade silicon" nmeans high-purity silicon used
exclusively in conponents of solar enerqy systens using photovoltaic
nmodul es to capture direct sunlight. "Solar grade silicon" does not

i nclude silicon used in seniconductors.
(4) This section expires June 30, 2014.

NEW SECTION. Sec. 208. The following acts or parts of acts are
each repeal ed:

(1) RCW 84.36.640 (Property used for the manufacture of wood
bi omass fuel) and 2003 ¢ 339 s 9;

(2) RCW 82.04.4335 (Deductions--Sale or distribution of wood
bi omass fuel) and 2003 ¢ 339 s 12; and

(3) RCW 82.08.960 (Sales of machinery, equipnment, vehicles, and
services related to wood bi omass fuel blend) and 2003 ¢ 339 s 13.

PART |11
SUCCESSOR LI ABI LI TY
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Sec. 301. RCW 82.04.180 and 2003 1st sp.s. ¢ 13 s 11 are each
anmended to read as foll ows:

(1) "Successor" neans:

(a) Any person to whom a taxpayer quitting, selling out,
exchangi ng, or disposing of a business sells or otherw se conveys,
directly or indirectly, in bulk and not in the ordinary course of the
t axpayer's business, nore than fifty percent of the fair market val ue
of either the (i) tangible ((assets)) personal property or (ii)
i ntangi ble ((assets)) personal property of the taxpayer; or

(b) A surviving corporation of a statutory nerger

(2) Any person obligated to fulfill the ternms of a contract shal
be deened a successor to any contractor defaulting in the performance
of any contract as to which such person is a surety or guarantor.

Sec. 302. RCW 82.32.140 and 2003 1st sp.s. ¢ 13 s 12 are each
anmended to read as foll ows:

(1) Whenever any taxpayer quits business, or sells out, exchanges,
or otherw se disposes of nore than fifty percent of the fair market
value of either its tangible or intangible ((assets)) personal
property, any tax payable hereunder shall becone imedi ately due and
payabl e, and such taxpayer shall, within ten days thereafter, make a
return and pay the tax due.

(2) Any person who beconmes a successor shall wthhold from the
purchase price a sum sufficient to pay any tax due from the taxpayer

until such time as the taxpayer shall produce a receipt from the
departnent of revenue showing paynment in full of any tax due or a
certificate that no tax is due. If any tax is not paid by the taxpayer

within ten days fromthe date of such sale, exchange, or disposal, the
successor shall becone liable for the paynent of the full anount of
tax. If the fair market value of the ((assets)) tangible or intangible
personal property acquired by a successor is less than fifty thousand
dollars, the successor's liability for paynment of the unpaid tax is
limted to the fair market value of the ((assets)) tangible or
i ntangi bl e personal property acquired fromthe taxpayer. The burden of
establishing the fair market value of the ((assets)) tangible or
i nt angi bl e personal property acquired is on the successor.

(3) The paynent of any tax by a successor shall, to the extent
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thereof, be deened a paynent upon the purchase price; and if such
paynment is greater in anmount than the purchase price the anobunt of the
di fference shall becone a debt due the successor fromthe taxpayer.

(4) No successor shall be liable for any tax due from the person
from whom t he successor has acquired ((abustnress—orstockof—goods))
nore than fifty percent of the fair narket value of either the person's
tangi ble or intangible personal property if the successor gives witten
notice to the departnent of revenue of such acquisition and no
assessnent is issued by the departnent of revenue within six nonths of
recei pt of such notice against the forner operator of the business and
a copy thereof mailed to the successor.

PART |V
BOARDI NG HOVES

Sec. 401. RCW82.04.2908 and 2005 c¢ 514 s 302 are each anended to
read as foll ows:

(1) Upon every person engaging within this state in the business of
providing room and ((demertary—eare)) authorized services to
residents of a boarding hone |icensed under chapter 18.20 RCW the
anount of tax with respect to such business shall be equal to the gross
i ncone of the business, nmultiplied by the rate of 0.275 percent.

(2) For the purposes of this section, ((“demettary—ecare~—has—the
reant-hrg—provided+nRRONM18-20-020)) "authorized services" neans those

services that a boarding hone is authorized under chapter 18.20 RCWNto
provide to its residents.

Sec. 402. RCW82.04.4264 and 2005 ¢ 514 s 301 are each anended to
read as foll ows:

(1) This chapter does not apply to anmounts received by a nonprofit
boardi ng home |icensed under chapter 18.20 RCW for providing room and
((domett+ary—ecare)) authorized services to residents of the boarding
hone.

(2) As used in this section:

(a) ((“bPemett+ary—care~)) "Authorized services" has the neaning
provided in RCW ((48—26-020)) 82.04.2908.

(b) "Nonprofit boarding honme" neans a boarding honme that is
operated as a religious or charitable organization, is exenpt from
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federal income tax under 26 U S.C. Sec. 501(c)(3), is incorporated
under chapter 24.03 RCW is operated as part of a nonprofit hospital,
or is operated as part of a public hospital district.

PART V
TELECOVMUNI CATI ONS PROVI SI ONS

Sec. 501. RCW 82.04.530 and 2004 c 153 s 410 are each anended to
read as foll ows:

For purposes of this chapter, a telephone business other than a
nmobi |l e tel ecommunications service provider nust calculate gross
proceeds of ((+etat+t)) sales in a manner consistent with the sourcing
rules provided in RCW 82.32.520. The departnent may adopt rules to
i npl ement this section, including rules that provide a formulary nethod
of determ ning gross proceeds that reasonably approxi mates the taxable
activity of a tel ephone business.

Sec. 502. RCW 82.14B.020 and 2002 ¢ 341 s 7 are each anmended to
read as foll ows:

As used in this chapter:

(1) "Emergency services comruni cation systent neans a multicounty,
countywi de, or districtwide radio or |andline conmmunications network,
i ncl udi ng an enhanced 911 tel ephone system which provides rapid public
access for coordinated dispatching of services, personnel, equipnent,
and facilities for police, fire, medical, or other energency services.

(2) "Enhanced 911 tel ephone systent nmeans a public tel ephone system
consisting of a network, data base, and on-prem ses equi pnent that is
accessed by dialing 911 and that enables reporting police, fire,
medi cal, or other energency situations to a public safety answering
poi nt . The system includes the capability to selectively route
incomng 911 calls to the appropriate public safety answering point
that operates in a defined 911 service area and the capability to
automatically display the nane, address, and telephone nunber of
incom ng 911 calls at the appropriate public safety answering point.

(3) "Switched access line" neans the tel ephone service |ine which
connects a subscriber's main telephone(s) or equivalent nmain
t el ephone(s) to the | ocal exchange conpany's swi tching office.
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(4) "Local exchange conpany" has the neaning ascribed to it in RCW
80. 04. 010.

(5) "Radio access |ine" nmeans the tel ephone nunber assigned to or
used by a subscriber for two-way | ocal wreless voice service avail able
to the public for hire from a radi o conmunications service conpany.

Radi o access lines include, but are not limted to, radio-tel ephone
communi cations lines used in cellular telephone service, personal
communi cations services, and network radio access lines, or their
functional and conpetitive equivalent. Radi o access lines do not

include lines that provide access to one-way signaling service, such as
pagi ng service, or to conmunications channels suitable only for data
transm ssion, or to nonlocal radio access line service, such as
W reless roamng service, or to a private tel econmuni cations system

(6) "Radi o comruni cations service conpany" has the neaning ascribed
to it in RCW 80.04.010, except that it does not include radio paging
provi ders. It does include those persons or entities that provide
comercial nobile radio services, as defined by 47 US C  Sec.
332(d) (1), and both facilities-based and nonfacilities-based resellers.

(7) "Private tel ecommuni cations systent has the neaning ascribed to
it in RCW80.04.010.

(8) "Subscriber" neans the retail purchaser of tel ephone service as
t el ephone service is defined in RCW 82. 04. 065(3).

(9) "Place of primary use" has the neaning ascribed to it in ((t+he

Federal—mobtHe—teleconmuni-catons—souwretbng—act—P+——106-252)) RCW
82. 04. 065.

Sec. 503. RCW82.14B. 030 and 2002 ¢ 341 s 8 and 2002 ¢ 67 s 8 are
each reenacted and anmended to read as foll ows:

(1) The legislative authority of a county may inpose a county
enhanced 911 excise tax on the use of switched access lines in an
anount not exceeding fifty cents per nonth for each sw tched access
I'ine. The anmount of tax shall be uniform for each sw tched access
l'ine. Each county shall provide notice of such tax to all |[ocal
exchange conpani es serving in the county at |east sixty days in advance
of the date on which the first paynment is due.

(2) The legislative authority of a county may al so i npose a county
enhanced 911 excise tax on the use of radio access |ines whose place of
primary use is located within the county in an anmount not exceeding
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fifty cents per nonth for each radio access line. The anount of tax
shall be uniformfor each radio access |ine. ((Fhetoecationof—aradie
L . I , | : . ot | L
82-04-065-)) The county shall provide notice of such tax to all radio
comruni cations service conpanies serving in the county at |east sixty
days in advance of the date on which the first paynent is due. Any
county inposing this tax shall include in its ordinance a refund
mechani sm wher eby the anobunt of any tax ordered to be refunded by the
judgnment of a court of record, or as a result of the resolution of any
appeal therefrom shall be refunded to the radi o conmunications service
conpany or |ocal exchange conpany that collected the tax, and those
conpani es shall reinburse the subscribers who paid the tax. The
ordi nance shall further provide that to the extent the subscribers who
paid the tax cannot be identified or located, the tax paid by those
subscri bers shall be returned to the county.

(3) A state enhanced 911 excise tax is inposed on all swtched
access lines in the state. The anpunt of tax shall not exceed twenty
cents per nonth for each sw tched access Iine. The tax shall be
uni form for each swi tched access Iine. The tax i1nposed under this
subsection shall be remtted to the departnent of revenue by | ocal
exchange conpanies on a tax return provided by the departnent. Tax
proceeds shall be deposited by the treasurer in the enhanced 911
account created in RCW 38.52. 540.

(4) A state enhanced 911 excise tax is inposed on all radio access
lines whose place of primary use is located within the state in an
anount of twenty cents per nonth for each radio access line. The tax
shall be uniform for each radio access |ine. The tax inposed under
this section shall be remtted to the departnent of revenue by radio
comruni cati ons servi ce conpani es, including those conpani es that resel
radio access lines, on a tax return provided by the departnent. Tax
proceeds shall be deposited by the treasurer in the enhanced 911
account created in RCW 38.52.540. The tax inposed under this section
is not subject to the state sales and use tax or any |ocal tax.

(5) By August 31st of each year the state enhanced 911 coordi nat or
shall recomend the level for the next year of the state enhanced 911
excise tax inposed by subsection (3) of this section, based on a
systematic cost and revenue analysis, to the utilities and
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transportati on conm ssion. The comm ssion shall by the follow ng
Oct ober 31st determine the |level of the state enhanced 911 excise tax
for the foll ow ng year.

Sec. 504. RCW 82.32.520 and 2004 c 153 s 403 are each anended to
read as foll ows:

(1) Except for the defined tel ecommunications services listed in
this section, the sale of tel ephone service as defined in RCW82.04. 065
sold on a call-by-call basis shall be sourced to (a) each |evel of
taxing jurisdiction where the call originates and termnates in that
jurisdiction or (b) each level of taxing jurisdiction where the cal
either originates or termnates and in which the service address is
al so | ocat ed.

(2) Except for the defined tel ecommunications services listed in
this section, a sale of tel ephone service as defined in RCW 82. 04. 065
sold on a basis other than a call-by-call basis, is sourced to the
custoner's place of primary use.

(3) The sal es of tel ephone service as defined in RCW 82. 04. 065 t hat
are listed in this section shall be sourced to each |evel of taxing
jurisdiction as foll ows:

(a) A sale of nobile tel econmunications services, other than air-
ground radi ot el ephone service and prepaid calling service, is sourced
to the custoner's place of primary use as required by RCW 82. 08. 066.

(b) A sale of postpaid calling service is sourced to the
origination point of the telecomunications signal as first identified
by either (i) the seller's telecommunications system or (ii)
information received by the seller fromits service provider, where the
systemused to transport such signals is not that of the seller

(c) A sale of prepaid calling service is sourced as foll ows:

(1) Wien a prepaid calling service is received by the purchaser at
a business location of the seller, the sale is sourced to that business
| ocati on;

(1i) Wien a prepaid calling service is not received by the
purchaser at a business location of the seller, the sale is sourced to
the |l ocation where recei pt by the purchaser or the purchaser's donee,
desi gnated as such by the purchaser, occurs, including the |ocation
i ndi cated by instructions for delivery to the purchaser or donee, known
to the seller;
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(tit) Wien (c)(i) and (ii) of this subsection do not apply, the
sale is sourced to the location indicated by an address for the
purchaser that is available from the business records of the seller
that are maintained in the ordinary course of the seller's business
when use of this address does not constitute bad faith;

(itv) Wen (c)(i), (ii), and (iii) of this subsection do not apply,
the sale is sourced to the location indicated by an address for the
purchaser obtained during the consunmati on of the sale, including the
address of a purchaser's paynent instrunment, if no other address is
avai |l abl e, when use of this address does not constitute bad faith;

(v) Wen (c)(i), (ii), (iii), and (iv) of this subsection do not

apply, including the circunstance where the seller is wthout
sufficient information to apply those provisions, then the |ocation
shall be determned by the address from which tangible personal

property was shipped, from which the digital good or the conputer
software delivered electronically was first available for transm ssion
by the seller, or fromwhich the service defined as a retail sale under
RCW 82.04.050 was provided, disregarding for these purposes any
| ocation that nerely provided the digital transfer of the product sold;

(vi) In the case of a sale of nobile telecomunications service
that is a prepaid tel ecommunications service, (c)(v) of this subsection
shall include as an option the |ocation associated with the nobile
t el ephone nunber.

(d) A sale of a private comunication service is sourced as
foll ows:

(1) Service for a separate charge related to a customer channel
termnation point is sourced to each level of jurisdiction in which
such custoner channel term nation point is |ocated.

(1i) Service where all custonmer termnation points are |ocated
entirely wwthin one jurisdiction or levels of jurisdiction is sourced
in such jurisdiction in which the custoner channel term nation points
are | ocat ed.

(ti1) Service for segnents of a channel between two custoner
channel termnation points located in different jurisdictions and which
segnent of channel are separately charged is sourced fifty percent in
each level of jurisdiction in which the custoner channel term nation
points are | ocated.
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(iv) Service for segnents of a channel |ocated in nore than one
jurisdiction or levels of jurisdiction and which segnments are not
separately billed is sourced in each jurisdiction based on the
percentage determined by dividing the nunber of custoner channel
termnation points in the jurisdiction by the total nunber of custoner
channel term nation points.

(4) The definitions in this subsection apply throughout this
chapter.

(a) "Air-ground radiotelephone service" neans air-ground radio
service, as defined in 47 CF. R Sec. 22.99, as anended or renunbered
as of January 1, 2003, in which conmon carriers are authorized to offer
and provide radi o tel ecommuni cations service for hire to subscribers in
aircraft.

(b) "Call-by-call basis" neans any nethod of charging for
t el ecommuni cati ons services where the price is neasured by i ndividual
calls.

(c) "Communications channel” nmeans a physical or virtual path of
communi cations over which signals are transmtted between or anong
cust oner channel term nation points.

(d) "Custoner"™ neans the person or entity that contracts with the

seller of teleconmunications services. If the end wuser of
t el ecomruni cations services is not the contracting party, the end user
of the telecomunications service is the custoner of t he
t el ecomruni cati ons service. "Custoner" does not include a reseller of

t el ecommuni cati ons service or for nobile tel ecormunications service of
a serving carrier under an agreenent to serve the custoner outside the
home service provider's |licensed service area.

(e) "Custoner channel term nation point" neans the | ocation where
the custoner either inputs or receives the comrunications.

(f) "End user" neans the person who uses the telecommunications
servi ce. In the case of an entity, the term end user neans the
i ndi vi dual who uses the service on behalf of the entity.

(g) "Hone service provider" neans the sane as that termis defined
in RCW 82. 04. 065.

(h) "Mobile tel ecommunications service" nmeans the sane as that term
is defined in RCW82. 04. 065.

(i) "Place of primary use" neans the street address representative
of where the custoner's use of the tel econmunications service primarily
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occurs, which nust be the residential street address or the primary
busi ness street address of the custoner. In the case of nobile
t el ecommuni cati ons services, "place of primary use" nust be wthin the
Iicensed service area of the hone service provider.

(j) "Postpaid calling service" neans the tel ecommunicati ons service
obt ai ned by maki ng a paynent on a call-by-call basis either through the
use of a credit card or paynent mechani smsuch as a bank card, travel
card, credit card, or debit card, or by charge nmade to ((whieh)) a
tel ephone nunber that is not associated with the origination or
termnation of the telecomunications service. A postpaid calling
service includes a telecomruni cations service that would be a prepaid
calling service except it is not exclusively a teleconmunications
servi ce.

(k) "Prepaid calling service" neans the right to access exclusively
t el ecomruni cati ons services, which nust be paid for in advance and
whi ch enables the origination of calls using an access nunber and/or
aut hori zati on code, whether manually or electronically dialed, and that
is sold in predetermned units or dollars of which the nunber declines
with use in a known anount.

(I') "Private conmunication service" means a telecommunications
service that entitles the custoner to exclusive or priority use of a
communi cations channel or group of channels between or anong
term nation points, regardl ess of the manner in which such channel or
channels are connected, and includes sw tching capacity, extension
lines, stations, and any other associated services that are provided in
connection wth the use of such channel or channels.

(m "Service address” neans:

(1) The location of the telecomunications equipnment to which a
custoner's call is charged and from which the call originates or
term nates, regardless of where the call is billed or paid,

(ii) If the location in (m (i) of this subsection is not known, the
origination point of the signal of the telecommunications services
first identified by either the seller's tel ecommunications systemor in
information received by the seller fromits service provider, where the
systemused to transport such signals is not that of the seller;

(tit) If the locations in (m(i) and (ii) of this subsection are
not known, the location of the custonmer's place of primary use.
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Sec. 505. RCW82.32.555 and 2004 ¢ 76 s 1 are each anended to read
as follows:

If a taxing jurisdiction does not subject some charges for
t el ephone services to taxation, but these charges are aggregated with
and not separately stated from charges that are subject to taxation
then the charges for nontaxable tel ephone services nay be subject to
taxation unless the tel ephone service ((ef)) provider can reasonably
identify charges not subject to the tax, charge, or fee fromits books
and records that are kept in the regular course of business and for
pur poses other than nerely allocating the sales price of an aggregated
charge to the individually aggregated itens.

Sec. 506. RCW 34.05.030 and 2002 c 354 s 225 are each anended to
read as foll ows:

(1) This chapter shall not apply to:

(a) The state mlitia, or

(b) The board of clenency and pardons, or

(c) The departnent of corrections or the indeterm nate sentencing
review board wth respect to persons who are in their custody or are
subject to the jurisdiction of those agencies.

(2) The provisions of RCW 34.05.410 through 34.05.598 shall not
appl y:

(a) To adjudicative proceedings of the board of industrial
i nsurance appeal s except as provided in RCW7.68.110 and 51. 48. 131,

(b) Except for actions pursuant to chapter 46.29 RCW to the
deni al, suspension, or revocation of a driver's license by the
departnent of |icensing;

(c) To the departnent of |abor and industries where another statute
expressly provides for review of adjudicative proceedings of a
departnent action, order, decision, or award before the board of
i ndustrial insurance appeals;

(d) To actions of the Washi ngton personnel resources board or the
director of personnel; or

(e) To the extent they are inconsistent with any provisions of
chapter 43.43 RCW

(3) Unless a party nakes an election for a formal hearing pursuant
to RCW 82. 03. 140 or 82.03.190, RCW 34.05.410 t hrough 34.05.598 do not
apply to a review hearing conducted by the board of tax appeals.
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(4) The rul e-maki ng provisions of this chapter do not apply to:

(a) Rei nmbursenent unit values, fee schedules, arithnetic conversion
factors, and simlar arithnmetic factors used to determ ne paynent rates
that apply to goods and services purchased under contract for clients
eligible under chapter 74.09 RCW_and

(b) Determnations by the departnent of revenue under RCW
43. 20A. 725 and 80.36.430 of the anpunt of telecommunications relay
service excise tax and tel ephone assi stance excise tax, to be placed on
each swi tched access |ine.

(5) Al other agencies, whether or not fornmerly specifically
excluded fromthe provisions of all or any part of the Adm nistrative
Procedure Act, shall be subject to the entire act.

Sec. 507. 2004 c¢ 153 s 502 (uncodified) is anended to read as
fol | ows:

(1) If a court of conpetent jurisdiction enters a final judgnment on
the nmerits that is based on federal or state law, is no | onger subject
to appeal, and substantially limts or inpairs the essential elenents
of P.L. 106-252, 4 U S. C. Secs. 116 through 126, or chapter 67, Laws of
2002, then chapter 67, Laws of 2002 is null and void in its entirety.

(2) If the contingency in subsection (1) of this section occurs,
section 502, chapter 168, Laws of 2003 is null and void.

(3) If the contingency in subsection (1) of this section occurs,
section 410, chapter 153, Laws of 2004 is null and void.

(4) If the contingency in subsection (1) of this section occurs,
section 111, chapter 514, Laws of 2005 is null and void.

(5) If the contingency in subsection (1) of this section occurs,
sections 501 and 503, chapter ..., Laws of 2006 (sections 501 and 503
of this act) are null and void.

PART Vi
LOCAL SALES AND USE TAXES

Sec. 601. RCW 82.14.055 and 2003 c 168 s 206 are each anended to
read as foll ows:

(1) Except as provided in subsections (2), (3), and (4) of this
section or any other statute, a local ((sales—anrd—use)) tax change
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shall take effect (a) no sooner than seventy-five days after the
departnment receives notice of the change and (b) only on the first day
of January, April, July, or Cctober.

(2) In the case of a local ((sales—anduse)) tax that is a credit
against the state sales tax or use tax, a local ((sales—anrduse)) tax
change shall take effect (a) no sooner than thirty days after the
departnent receives notice of the change and (b) only on the first day
of a nonth.

(3)(a) A local ((sales—and—use)) tax rate increase inposed on
services applies to the first billing period starting on or after the
effective date of the increase.

(b) Alocal ((sales—and—use)) tax rate decrease i nposed on services
applies to bills rendered on or after the effective date of the
decr ease.

(c) For the purposes of this subsection (3), "services" neans
retail services such as installing and constructing and retail services
such as telecomunications, but does not include services such as

tatt ooi ng.
(4) For the purposes of this section, the followng definitions
appl y:

(a) "Local governnent"” neans any city, town, county, or any other
nmuni ci pal corporation, quasi-nunicipal corporation, or other political
subdi vi sion authorized to inpose taxes, fees, or charges.

(b) "Local ((sales—and—use)) tax change" neans enactnent or
revision, including changes resulting from referendum or annexation,
of .

(i) Local sales and use taxes authorized under this chapter or any
ot her st at ut e( (—+netudtng—echanges—resulting—Hom—referendum—or
anhexatioen)) ;. or

(ii) Any other tax, fee, or charge inposed by a |ocal governnent
that the departnment is required to collect on behalf of the |oca
governnent, including any tax, fee, or charge inposed under this title
or Title 35, 36, or 67 RCW

Sec. 602. RCW 82.14.030 and 1989 c 384 s 6 are each anended to
read as foll ows:

(1) The governing body of any county or city while not required by
| egi sl ati ve mandate to do so, may, by resolution or ordinance for the
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pur poses aut horized by this chapter, ((f+>-and)) inpose a sales and use
tax in accordance wth the terns of this chapter. Such tax shall be
collected from those persons who are taxable by the state ((pursuant
te)) under chapters 82.08 and 82.12 RCW wupon the occurrence of any
taxable event wthin the county or city as the case my be((=
PROVW-DED—TFhat)). Except as provided in RCW82.14. 230, this sales and
use tax shall not apply to natural or manufactured gas. The rate of
such tax inposed by a county shall be five-tenths of one percent ((ef
I " . | I : I ; I C 4 el
used—{+nrthecaseofausetax))). The rate of such tax inposed by a
city shall not exceed five-tenths of one percent ((ettheseHingprice
| I : | ; | Y ol e I

of—a—use—tao———PROAPED—HOMNEVER—That) ) . However, in the event a

county ((shalH—+npese)) Iinposes a sales and use tax under this
subsection, the rate of such tax inposed under this subsection by any

city therein shall not exceed four hundred and twenty-five one-
t housandt hs of one percent.

(2) ((Subject—to—the—enaetrent—into—tawol—the 1982 anendrent—to
ROW-82-02-020-byseetionb5—~chapter—49—taws—eof 1982 1st—ex—sess—) )

In addition to the tax authorized in subsection (1) of this section
t he governing body of any county or city may by resolution or ordinance
i npose an additional sales and use tax in accordance with the terns of
this chapter. Such additional tax shall be collected upon the sane
t axabl e events upon which the tax inposed under subsection (1) of this
section is ((+evied)) inposed. The rate of such additional tax inposed
by a county shall be up to five-tenths of one percent ((et—the—selng
. | I : | ; | Y el e I
case of a use tax))). The rate of such additional tax inposed by a
city shall be up to five-tenths of one percent ((ef—+t+he—selHingpriece
| I : | f | Y el e I
of a use tax):  PROVIDED HOAEVER, That)). However, in the event a
county ((shalt)) inposes a sales and use tax under the authority of
this subsection at a rate equal to or greater than the rate inposed
under the authority of this subsection by a city within the county, the
county shall receive fifteen percent of the city tax((—PROUWDED
FURTHER—That)). In the event that the county ((shaH—npese)) inposes
a sales and use tax under the authority of this subsection at a rate
which is less than the rate inposed under this subsection by a city
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within the county, the county shall receive that anount of revenues
fromthe city tax equal to fifteen percent of the rate of tax inposed
by the county under the authority of this subsection. The authority to
i npose a tax under this subsection is intended in part to conpensate
| ocal governnent for any |osses fromthe phase-out of the property tax
on busi ness inventories.

(3) The rate of sales and use tax inposed by a city under the
authority of subsections (1) and (2) of this section nmay be altered
pursuant to a governnment service agreenent as provided in RCW
36.115. 040 and 36.115. 050.

(4) The percentage of a city's sales and use tax receipts that a
county receives under the authority of subsections (1) and (2) of this
section may be altered pursuant to a governnent service agreenent as
provided in RCW 36.115. 040 and 36.115. 050.

Sec. 603. RCW82.14.045 and 2001 ¢ 89 s 3 are each anended to read
as follows:

(1) The legislative body of any city pursuant to RCW 35.92. 060, of
any county which has created an unincorporated transportation benefit
area pursuant to RCW 36.57.100 and 36.57.110, of any public
transportation benefit area pursuant to RCW 36.57A. 080 and 36. 57A. 090,
of any county transportation authority established pursuant to chapter
36.57 RCW and of any netropolitan municipal corporation wthin a
county with a population of one mllion or nore pursuant to chapter
35.58 RCW may, by resolution or ordinance for the sole purpose of
providing funds for the operation, maintenance, or capital needs of
public transportation systens or public transportation limted to
persons with special needs under RCW 36.57. 130 and 36.57A. 180, and in
lieu of the excise taxes authorized by RCW 35.95.040, submt an
aut hori zing proposition to the voters or include such authorization in
a proposition to perform the function of public transportation or
public transportation |limted to persons with special needs under RCW
36.57.130 and 36.57A. 180, and if approved by a mgjority of persons
voting thereon, ((H-—=and)) inpose a sales and use tax in accordance

with the terns of this chapter((+—PROAUDBED—Fhat—nro——suchtegistative

f]
a¥a a A N
Ci Cl Ci 7V
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((sueh—a)) an authorizing proposition is submtted by a county on
behal f of an unincorporated transportation benefit area, it shall be
voted upon by the voters residing within the boundaries of such
uni ncorporated transportation benefit area and, if approved, the sales
and use tax shall be inposed only within such area. Not wi t hst andi ng
any provisions of this section to the contrary, any county in which a
county public transportation plan has been adopted pursuant to RCW
36.57.070 and the voters of such county have authorized the inposition
of a sales and use tax pursuant to the provisions of section 10,

chapter 167, Laws of 1974 ex. sess., prior to July 1, 1975, shall be
authorized to ((Hx—-and)) inpose a sales and use tax as provided in
this section at not to exceed the rate so authorized w thout additional

approval of the voters of such county as otherwise required by this
section.

The tax authorized ((pursuanrt—te)) by this section shall be in
addition to the tax authorized by RCW82. 14. 030 and shall be collected
fromthose persons who are taxable by the state ((pursuant—te)) under
chapters 82.08 and 82.12 RCW upon the occurrence of any taxable event
within such city, public transportation benefit area, county, or
metropolitan nunicipal corporation as the case may be. The rate of
such tax shall be one-tenth, two-tenths, three-tenths, four-tenths,
five-tenths, six-tenths, seven-tenths, eight-tenths, or nine-tenths of

one percent ((et—the—seling—prtee—{in—the—ecase—ot—a—sales—taag—or
value of the article used (in the case of a use tax))). The rate of

such tax shall not exceed the rate authorized by the voters unless such
i ncrease shall be simlarly approved.

(2)(a) In the event a nmetropolitan municipal corporation ((shat))
i nposes a sales and use tax pursuant to this chapter no city, county
whi ch has created an unincorporated transportation benefit area, public
transportation benefit area authority, or county transportation
authority wholly wthin such netropolitan nunicipal corporation shal
be enpowered to ((+ewy)) inpose and/or collect taxes ((pursvant—te))
under RCW ((35-58273+)) 35.95.040((;—andfer—82-14-045)) or this
section, but nothing herein shall prevent such city or county from
i nposi ng sal es and use taxes pursuant to any ot her authorization.

(b) In the event a county transportation authority ((shat))
i nposes a sales and use tax ((pursdvant—te)) under this section, no
city, county which has created an unincorporated transportation benefit
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area, public transportation benefit area, or netropolitan nunicipa
corporation, located within the territory of the authority, shall be

enpowered to ((+ewy)) inpose or collect taxes ((pursvant—te)) under RCW
((35-58-273)) 35.95.040((+)) or ((82—24-045)) this section.

(c) In the event a public transportation benefit area ((shaHh))
i nposes a sales and use tax ((pursdvant—te)) under this section, no
city, county which has created an unincorporated transportation benefit
area, or nmetropolitan nunicipal corporation, |ocated wholly or partly
within the territory of the public transportation benefit area, shal

be enpowered to ((+ewy)) inpose or collect taxes ((pursuanrt—te)) under
RCW ((35-58-—273;)) 35.95.040((+)) or ((82214-0645)) this section.
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Sec. 604. RCW 82.14.048 and 1999 c 165 s 12 are each anmended to
read as foll ows:

(1) The governing board of a public facilities district under
chapter 36.100 or 35.57 RCW may submt an authorizing proposition to
the voters of the district, and if the proposition is approved by a
maj ority of persons voting, ((Hx—-and)) inpose a sales and use tax in
accordance wth the terns of this chapter.

(2) The tax authorized in this section shall be in addition to any
ot her taxes authorized by | aw and shall be collected fromthose persons
who are taxable by the state under chapters 82.08 and 82.12 RCW upon
the occurrence of any taxable event wthin the public facilities
district. The rate of tax shall not exceed two-tenths of one percent
((of the selling price in the case of a sales tax, or value of the
article used, in the case of a use tax)).

(3) Moneys received fromany tax inposed under this section shal
be used for the purpose of providing funds for the costs associated
with the financing, design, acquisition, construction, equipping,
operating, naintaining, renodeling, repairing, and reequipping of its
public facilities.

Sec. 605. RCW 82.14.0485 and 1995 3rd sp.s. ¢ 1 s 101 are each
anmended to read as foll ows:

(1) The legislative authority of a county with a popul ati on of one
mllion or nore may i npose a sales and use tax in accordance wth the
terms of this chapter. The tax is in addition to other taxes
authorized by law and shall be collected from those persons who are
taxable by the state under chapters 82.08 and 82.12 RCW upon the
occurrence of any taxable event within the county. The rate of tax
shal | not exceed 0.017 percent ((ef—the—selHingprteei+nthecaseof—a
satles—taor—valuve—oftheartieleused+nthecaseol—ausetax) ).

(2) The tax ((++#pesed)) authorized under subsection (1) of this
section ((shaH—be—deductedtromthe—ampunt—oltacotherwseregutred
to—be—coltectedor—patrd-overto-the departrent—olbrevenue)) is a credit
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against the state tax under chapter 82.08 or 82.12 RCW The depart nent
of revenue shall performthe collection of such taxes on behalf of the
county at no cost to the county and shall renmt the tax to the county
as provided in RCW82. 14. 060.

(3) Moneys collected under the authority of this section shall only
be used for the purpose of paying the principal and interest paynents
on bonds issued by a county to construct a baseball stadium

(4) No tax may be collected under the authority of this section
before January 1, 1996, and no tax may be collected under this section
unl ess the taxes under RCW 82.14.360 are being coll ected. The tax
((+poesed—in)) authorized under this section shall expire when the
bonds issued for the construction of the baseball stadiumare retired,
but not nore than twenty years after the tax is first collected.

(5) As used in this section, "baseball stadium neans a basebal
stadium with natural turf and a retractable roof or canopy, together
W th associated parking facilities, constructed in the largest city in
a county with a population of one mllion or nore.

Sec. 606. RCW 82.14.049 and 1997 c¢ 220 s 502 are each anended to
read as foll ows:

(1) The legislative authority of any county may inpose a sales and
use tax, in addition to the tax authorized by RCW 82.14.030, upon
retail car rentals within the county that are taxable by the state
under chapters 82.08 and 82.12 RCW The rate of tax shall be one
percent ((of-the-selting price—in-the case—of -a sales tax—or—rental
valuve—of—thevehiele+nthecaseofausetax)). Proceeds of the tax
shall not be used to subsidize any professional sports team and shal
be used solely for the foll ow ng purposes:

((H)) (&) Acquiring, constructing, mintaining, or operating
public sports stadiumfacilities;

((2) (b)  Engi neering, pl anni ng, financi al, | egal , or
prof essional services incidental to public sports stadiumfacilities;

((3))) (c) Youth or amateur sport activities or facilities; or

((64))) (d) Debt or refinancing debt issued for the purposes of (a)
of this subsection ((H—ef—this—seetion)).

(2) At least seventy-five percent of the tax ((+pesed)) authorized
under this section shall be used for the purposes of ((subseetions))

subsection (1) ((—2—and—+4))) of this section.
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Sec. 607. RCW82.14.0494 and 1997 ¢ 220 s 204 are each anended to
read as foll ows:

(1) The legislative authority of a county that has created a public
stadium authority to develop a stadium and exhibition center under RCW
36.102. 050 may inpose a sales and use tax in accordance with this
chapter. The tax is in addition to other taxes authorized by | aw and
shall be collected from those persons who are taxable by the state
under chapters 82.08 and 82.12 RCW upon the occurrence of any taxable
event within the county. The rate of tax shall be 0.016 percent ((ef

I L . . I : | | c o el
used in the case of a use tax)).

(2) The tax ((++wpoesed)) authorized under subsection (1) of this
section ((shaH—be—deductedtromthe—ampunt—oltacotherwseregutred
to—be—coltectedor—patrd-overto-the departrent—olbrevenue)) is a credit
against the state tax under chapter 82.08 or 82.12 RCW The depart nent
of revenue shall performthe collection of such taxes on behalf of the
county at no cost to the county and shall renmt the tax to the county
as provided in RCW82. 14. 060.

(3) Before the issuance of bonds in RCW 43.99N. 020, all revenues
col l ected on behalf of the county under the authority of this section
shall be transferred to the public stadiumauthority. After bonds are
i ssued under RCW 43.99N.020, all revenues collected on behalf of the
county under the authority of this section shall be deposited in the
stadi um and exhi bition center account under RCW 43. 99N. 060.

(4) The definitions in RCW 36.102.010 apply to this section.

(5) This section expires on the earliest of the foll ow ng dates:

(a) Decenmber 31, 1999, if the conditions for issuance of bonds
under RCW 43. 99N. 020 have not been net before that date;

(b) The date on which all bonds issued under RCW 43.99N. 020 have
been retired; or

(c) Twenty-three years after the date the tax authorized under this
section is first inposed.

Sec. 608. RCW82.14.010 and 1970 ex.s. ¢ 94 s 1 are each anended
to read as foll ows:

(1) The legislature finds that the several counties and cities of
the state |ack adequate sources of revenue to carry out essential
county and nunici pal purposes. The legislature further finds that the
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nost efficient and appropriate nethods of deriving revenues for such
purposes is to vest additional taxing powers in the governing bodies of
counties and cities which they may or may not inplenent. The
| egi sl ature intends, by enacting this chapter, to provide the neans by
whi ch essential county and rnuni ci pal purposes can be financially served
shoul d they choose to enploy them

(2) It is the intent of this chapter that any local sales and use
tax adopted under the authority of this chapter be identical to the
state sales and use tax, unless otherwi se prohibited by federal |aw,
and with other local sales and use taxes adopted under the authority of
this chapter. It is further the intent of this chapter that the | ocal
sales and use tax shall be inposed upon an individual taxable event
simultaneously with the inposition of the state sales or use tax upon
the sane taxable event. The rule-making powers of the departnent
contained in RCW 82.08.060 and 82.32.300 are applicable to this

chapter.

Sec. 609. RCW 82.14.310 and 2005 c 282 s 49 are each anmended to
read as foll ows:

(1) The county crimnal justice assistance account is created in
the state treasury. Beginning in fiscal year 2000, the state treasurer
shall transfer into the county crimnal justice assistance account from
the general fund the sumof twenty-three mllion two hundred thousand
dol lars divided into four equal deposits occurring on July 1, Cctober
1, January 1, and April 1. For each fiscal year thereafter, the state
treasurer shall increase the total transfer by the fiscal growth
factor, as defined in RCW43. 135. 025, forecast for that fiscal year by
the office of financial managenent in Novenber of the preceding year.

(2) The noneys deposited in the county crimnal justice assistance
account for distribution wunder this section, |less any nobneys
appropriated for purposes under subsection (4) of this section, shal
be distributed ((at—sueh—times—as—distributtonrs—are—mrade—under—ROW
8244-150)) quarterly during the nonths of January, April, July, and
Cctober and on the relative basis of each county's funding factor as
determ ned under this subsection.

(a) A county's funding factor is the sum of:

(1) The population of the county, divided by one thousand, and
mul tiplied by two-tenths;
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(1i) The crinme rate of the county, multiplied by three-tenths; and

(ti1) The annual nunber of crimnal cases filed in the county
superior court, for each one thousand in population, nmnultiplied by
five-tenths.

(b) Under this section and RCW 82. 14. 320 and 82. 14. 330:

(1) The population of the county or city shall be as |ast
determ ned by the office of financial nmanagenent;

(1i) The crinme rate of the county or city is the annual occurrence
of specified crimnal offenses, as calculated in the nbst recent annual
report on crinme in Washington state as published by the Washington
association of sheriffs and police chiefs, for each one thousand in
popul ati on;

(ti1) The annual nunmber of crimnal cases filed in the county
superior court shall be determ ned by the nost recent annual report of
the courts of Washi ngton, as published by the adm nistrative office of
the courts;

(iv) Distributions and eligibility for distributions in the 1989-91
bi enni um shall be based on 1988 figures for both the crine rate as
described under (ii) of this subsection and the annual nunber of
crimnal cases that are filed as described under (iii) of this
subsecti on. Future distributions shall be based on the nost recent
figures for both the crime rate as described under (ii) of this
subsection and the annual nunber of crimnal cases that are filed as
descri bed under (iii) of this subsection.

(3) Mneys distributed under this section shall be expended
exclusively for crimnal justice purposes and shall not be used to
repl ace or supplant existing funding. Crimnal justice purposes are
defined as activities that substantially assist the crimnal justice
system which may include circunstances where ancillary benefit to the
civil or juvenile justice system occurs, and which includes (a)
donestic viol ence services such as those provided by donestic viol ence
prograns, community advocates, and | egal advocates, as defined in RCW
70.123.020, and (b) during the 2001-2003 fiscal biennium juvenile
di spositional hearings relating to petitions for at-risk youth,
truancy, and children in need of services. Exi sting funding for
purposes of this subsection is defined as cal endar year 1989 actua
operating expenditures for crimnal justice purposes. Cal endar vyear
1989 actual operating expenditures for crimnal justice purposes
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exclude the follow ng: Expendi tures for extraordinary events not
likely to reoccur, changes in contract provisions for crimnal justice
services, beyond the control of the local jurisdiction receiving the
services, and mgjor nonrecurring capital expenditures.

(4) Not nore than five percent of the funds deposited to the county
crim nal justice assistance account shal | be available for
appropriations for enhancenents to the state patrol crine |aboratory
system and the continuing costs related to these enhancenents. Funds
appropriated fromthis account for such enhancenents shall not suppl ant
existing funds fromthe state general fund.

Sec. 610. RCW 82.14.320 and 1998 c¢ 321 s 12 are each anmended to
read as foll ows:

(1) The nmunicipal crimnal justice assistance account is created in
the state treasury. Beginning in fiscal year 2000, the state treasurer
shall transfer into the nmunicipal crimnal justice assistance account
for distribution under this section fromthe general fund the sum of
four mllion six hundred thousand dollars divided into four equal
deposits occurring on July 1, October 1, January 1, and April 1. For
each fiscal year thereafter, the state treasurer shall increase the
total transfer by the fiscal growmh factor, as defined in RCW
43. 135. 025, forecast for that fiscal year by the office of financial
managenent in Novenber of the preceding year.

(2) No city may receive a distribution under this section fromthe
muni ci pal crimnal justice assistance account unless:

(a) The city has a crine rate in excess of one hundred twenty-five
percent of the statewi de average as calculated in the nobst recent
annual report on crine in Wshington state as published by the
Washi ngton associ ation of sheriffs and police chiefs;

(b) The city has levied the tax authorized in RCW82. 14.030(2) at
the maxinmum rate or the tax authorized in RCW 82.46.010(3) at the
maxi mum rate; and

(c) The city has a per capita yield fromthe tax inposed under RCW
82.14.030(1) at the maximumrate of |ess than one hundred fifty percent
of the statewi de average per capita yield for all cities from such
| ocal sales and use tax.

(3) The noneys deposited in the nmunicipal crimnal justice
assi stance account for distribution under this section, |ess any noneys
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appropriated for purposes under subsection (7) of this section, shal
be distributed ((at—sueh—times—as—distributtons—are—mrade—under—ROW
8244-150)) quarterly during the nonths of January, April, July, and
OCctober. The distributions shall be made as foll ows:

(a) Unless reduced by this subsection, thirty percent of the noneys
shal|l be distributed ratably based on popul ation as | ast determ ned by
the office of financial managenment to those cities eligible under
subsection (2) of this section that have a crine rate determ ned under
subsection (2)(a) of this section which is greater than one hundred
seventy-five percent of the statewi de average crinme rate. No city may
receive nore than fifty percent of any noneys distributed under this
subsection (a) but, if a city distribution is reduced as a result of

exceeding the fifty percent limtation, the anmount not distributed
shal | be distributed under (b) of this subsection.
(b) The remainder of the noneys, including any noneys not

distributed in subsection (2)(a) of this section, shall be distributed
to all cities eligible under subsection (2) of this section ratably
based on population as |ast determned by the office of financial
managenent .

(4) No city may receive nore than thirty percent of all noneys
di stributed under subsection (3) of this section.

(5 Notwithstanding other provisions of this section, the
distributions to any city that substantially decrimnalizes or repeals
its crimnal code after July 1, 1990, and that does not reinburse the
county for costs associated with crim nal cases under RCW 3.50.800 or
3.50.805(2), shall be nmade to the county in which the city is |ocated.

(6) Mneys distributed wunder this section shall be expended
exclusively for crimnal justice purposes and shall not be used to
repl ace or supplant existing funding. Crimnal justice purposes are
defined as activities that substantially assist the crimnal justice
system which may include circunstances where ancillary benefit to the
civil justice system occurs, and which includes donestic violence
services such as those provided by donestic violence prograns,
communi ty advocates, and | egal advocates, as defined in RCW70.123. 020,
and publications and public educational efforts designed to provide
informati on and assistance to parents in dealing wth runaway or at-
ri sk youth. Exi sting funding for purposes of this subsection is
defined as calendar year 1989 actual operating expenditures for
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crimnal justice purposes. Cal endar year 1989 actual operating
expenditures for crimmnal justice purposes exclude the follow ng:
Expenditures for extraordinary events not likely to reoccur, changes in
contract provisions for crimnal justice services, beyond the control
of the local jurisdiction receiving the services, and mj or
nonrecurring capital expenditures.

(7) Not nore than five percent of the funds deposited to the
muni ci pal crimnal justice assistance account shall be available for
appropriations for enhancenents to the state patrol crine |aboratory
system and the continuing costs related to these enhancenents. Funds
appropriated fromthis account for such enhancenents shall not suppl ant
existing funds fromthe state general fund.

Sec. 611. RCW82.14.330 and 2003 ¢ 90 s 1 are each anended to read
as follows:

(1) Beginning in fiscal year 2000, the state treasurer shal
transfer into the nunicipal crimnal justice assistance account for
di stribution under this section fromthe general fund the sum of four
mllion six hundred thousand dollars divided into four equal deposits
occurring on July 1, Cctober 1, January 1, and April 1. For each
fiscal year thereafter, the state treasurer shall increase the tota
transfer by the fiscal gromh factor, as defined in RCW 43. 135. 025,
forecast for that fiscal year by the office of financial managenent in
Novenber of the preceding year. The noneys deposited in the mnunicipal
crimnal justice assistance account for distribution wunder this
section, |ess any noneys appropriated for purposes under subsection (4)
of this section, shall be distributed to the cities of the state as
fol | ows:

(a) Twenty percent appropriated for distribution shall be
distributed to cities with a three-year average violent crine rate for
each one thousand in population in excess of one hundred fifty percent
of the statewi de three-year average violent crine rate for each one
t housand in popul ation. The three-year average violent crine rate
shall be calculated using the violent crine rates for each of the
preceding three years from the annual reports on crinme in Wshington
state as published by the Washi ngton associ ation of sheriffs and police
chi ef s. Moneys shall be distributed under this subsection (1)(a)
ratably based on population as last determned by the office of

p. 75 SB 6237



© 00 N O Ol WDN P

W W W W W W WwwwMNDNDNMDNDNMNMNDNMDDMNMNDMNMNMNMNMDNEPRPPRPEPRPRPRPPRPERPRRERPPRPRE
0O N Ol A W NPEFP O OOOWwNOD O P~ WNEPEOOWOOLwWNO O owDNDE,Oo

financi al managenent, but no city may receive nore than one doll ar per
capita. Moneys remai ni ng undi stributed under this subsection at the
end of each cal endar year shall be distributed to the crimnal justice
training conmission to reinburse participating city |aw enforcenment
agencies with ten or fewer full-tinme comm ssioned patrol officers the
cost of tenporary replacenent of each officer who is enrolled in basic
| aw enforcenment training, as provided in RCW43.101. 200.

(b) Sixteen percent shall be distributed to cities ratably based on
popul ation as last determned by the office of financial managenent,
but no city may receive | ess than one thousand dol |l ars.

The noneys deposited in the municipal crimnal justice assistance
account for distribution under this subsection shall be distributed
( (at—suveh—tires—as—distributtons—are—made—under—ROAW—82-44-150) )
quarterly during the nonths of January, April, July, and Cctober.

Moneys distributed wunder this subsection shall be expended
exclusively for crimnal justice purposes and shall not be used to
repl ace or supplant existing funding. Crimnal justice purposes are
defined as activities that substantially assist the crimnal justice
system which may include circunstances where ancillary benefit to the
civil justice system occurs, and which includes donestic violence
services such as those provided by donestic violence prograns,
communi ty advocates, and | egal advocates, as defined in RCW70.123. 020.
Exi sting funding for purposes of this subsection is defined as cal endar
year 1989 actual operating expenditures for crimnal justice purposes.
Cal endar year 1989 actual operating expenditures for crimnal justice
pur poses exclude the followi ng: Expenditures for extraordi nary events
not likely to reoccur, changes in contract provisions for crimna
justice services, beyond the <control of the |local jurisdiction
recei ving the services, and nmajor nonrecurring capital expenditures.

(2) In addition to the distributions under subsection (1) of this
section:

(a) Ten percent shall be distributed on a per capita basis to
cities that contract with another governnmental agency for the mpjority
of the city's law enforcenent services. Cities that subsequently
qualify for this distribution shall notify the departnment of community,
trade, and econom c devel opment by Novenber 30th for the upcom ng
cal endar vyear. The departnent of comunity, trade, and econom c
devel opnent shall provide a list of eligible cities to the state
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treasurer by Decenber 31st. The state treasurer shall nodify the
distribution of these funds in the follow ng year. Cities have the
responsibility to notify the departnent of comunity, trade, and
econom ¢ devel opnent of any changes regarding these contractual
rel ati onshi ps. Adjustnents in the distribution formula to add or
delete cities my be made only for the upcom ng cal endar year; no
adj ustnents may be nmade retroactively.

(b) The remaining fifty-four percent shall be distributed to cities
and towns by the state treasurer on a per capita basis. These funds
shall be used for: (1) Innovative |law enforcenment strategies; (ii)
prograns to help at-risk children or child abuse victim response
prograns; and (iii) prograns designed to reduce the | evel of donestic
vi ol ence or to provide counseling for domestic violence victins.

The noneys deposited in the municipal crimnal justice assistance
account for distribution wunder this subsection, |ess any noneys
appropriated for purposes under subsection (4) of this section, shal
be distributed ((at—the—times—as—dtstributions—are—made—under—ROW
8244-150)) quarterly during the nonths of January, April, July, and
Cct ober. Moneys renmmi ni ng undi stri buted under this subsection at the
end of each cal endar year shall be distributed to the crimnal justice
training conmssion to reinburse participating city |aw enforcenent
agencies with ten or fewer full-tinme comm ssioned patrol officers the
cost of tenporary replacenent of each officer who is enrolled in basic
| aw enforcenment training, as provided in RCW43.101. 200.

If a city is found by the state auditor to have expended funds
received under this subsection in a manner that does not conply with
the criteria under which the noneys were received, the city shall be
ineligible to receive future distributions under this subsection until
the use of the noneys are justified to the satisfaction of the director
or are repaid to the state general fund.

(3) Notwithstanding other provisions of this section, the
distributions to any city that substantially decrimnalizes or repeals
its crimnal code after July 1, 1990, and that does not reinburse the
county for costs associated with crim nal cases under RCW 3.50.800 or
3.50.805(2), shall be nmade to the county in which the city is |ocated.

(4) Not nore than five percent of the funds deposited to the
muni ci pal crimnal justice assistance account shall be available for
appropriations for enhancenents to the state patrol crine |aboratory
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system and the continuing costs related to these enhancenents. Funds
appropriated fromthis account for such enhancenents shall not suppl ant
exi sting funds fromthe state general fund.

Sec. 612. RCW 82.14.340 and 1995 c¢ 309 s 1 are each anended to
read as foll ows:

(1) The legislative authority of any county may ((#+H>x—-and)) inpose
a sales and use tax in accordance with the terns of this chapter,
provided that such sales and use tax is subject to repeal by
referendum using the procedures provided in RCW 82.14.036. The
ref erendum procedure provided in RCW82.14.036 is the exclusive nethod
for subjecting any county sal es and use tax ordi nance or resolution to
a referendum vot e.

(2) The tax authorized in this section shall be in addition to any
ot her taxes authorized by | aw and shall be collected fromthose persons
who are taxable by the state pursuant to chapters 82.08 and 82. 12 RCW
upon the occurrence of any taxable event within such county. The rate

of tax shall equal one-tenth of one percent ((etthe—selHinrgpree{in
I : | ; | f ¢ el wE I :

a use tax))).
(3) Wen distributing noneys collected under the authority of this

section, the state treasurer shall distribute ten percent of the noneys
to the county in which the tax was coll ected. The renai nder of the
moneys collected under the authority of this section shall be
distributed to the county and the cities within the county ratably
based on population as |ast determned by the office of financial
managenent. In making the distribution based on popul ation, the county
shal | receive that proportion that the unincorporated popul ati on of the
county bears to the total population of the county and each city shal
receive that proportion that the city incorporated popul ati on bears to
the total county popul ation.

(4) Moneys received from any tax inposed under the authority of
this section shall be expended exclusively for crimnal justice
pur poses and shall not be used to replace or supplant existing funding.
Crimnal justice purposes are defined as activities that substantially
assist the crimnal justice system which may include circunstances
where ancillary benefit to the civil justice systemoccurs, and which
i ncl udes donestic violence services such as those provided by donestic
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vi ol ence progranms, community advocates, and | egal advocates, as defined
in RCW 70. 123. 020. Existing funding for purposes of this subsection is
defined as calendar year 1989 actual operating expenditures for
crimnal justice purposes. Cal endar year 1989 actual operating
expenditures for crimmnal justice purposes exclude the follow ng:
Expenditures for extraordinary events not likely to reoccur, changes in
contract provisions for crimnal justice services, beyond the control
of the local jurisdiction receiving the services, and mj or
nonrecurring capital expenditures.

(5 In the expenditure of funds for crimnal justice purposes as
provided in this section, cities and counties, or any conbination
thereof, are expressly authorized to participate in agreenents,
pursuant to chapter 39.34 RCW to jointly expend funds for crimna
justice purposes of nutual benefit. Such crimnal justice purposes of
mut ual benefit include, but are not limted to, the construction,
i nprovenent, and expansion of jails, court facilities, and juvenile
justice facilities.

Sec. 613. RCW 82.14.350 and 1995 2nd sp.s. ¢ 10 s 1 are each
anmended to read as foll ows:

(1) A county legislative authority in a county with a popul ati on of
less than one mllion may submt an authorizing proposition to the
county voters, and if the proposition is approved by a mpjority of
persons voting, ((fx—-and)) inpose a sales and use tax in accordance
with the ternms of this chapter for the purposes designated in
subsection (3) of this section.

(2) The tax authorized in this section shall be in addition to any
ot her taxes authorized by | aw and shall be collected fromthose persons
who are taxable by the state under chapters 82.08 and 82.12 RCW upon
t he occurrence of any taxable event within the county. The rate of tax
shal | equal one-tenth of one percent ((efthe—selngpricetnthe case
of a sales tax, or value of the article used, in the case of a use
tax)).

(3) Moneys received from any tax inposed under the authority of
this section shall be used solely for the purpose of providing funds
for costs associated with financing, design, acquisition, construction,
equi ppi ng, operating, naintaining, renodeling, repairing, reequipping,
and i nprovenent of juvenile detention facilities and jails.
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(4) Counties are authorized to develop joint ventures to col ocate
juvenile detention facilities and to col ocate jails.

Sec. 614. RCW 82.14.360 and 2000 c¢c 103 s 10 are each anmended to
read as foll ows:

(1) The legislative authority of a county with a popul ati on of one
mllion or nore may inpose a special stadiumsales and use tax upon the
retail sale or use within the county by restaurants, taverns, and bars
of food and beverages that are taxable by the state under chapters
82.08 and 82.12 RCW The rate of the tax shall not exceed five-tenths
of one percent ((et—the—seltng—price—in—the case of—a sales—tax—or
value of the article used in the case of a use tax)). The tax
((+posed)) authorized under this subsection is in addition to any
ot her taxes authorized by law and shall not be credited against any
other tax inposed upon the sane taxable event. As used in this
section, "restaurant” does not include grocery stores, mni-markets, or
conveni ence stores.

(2) The legislative authority of a county with a popul ati on of one
mllion or nore may inpose a special stadium sales and use tax upon
retail car rentals within the county that are taxable by the state
under chapters 82.08 and 82.12 RCW The rate of the tax shall not
exceed two percent ((ef—+the—selngprieceitntheecaseofasalestax
oF—rental—value—of —the vehicle-in-the case of a-use-tax)). The tax
((+posed)) authorized under this subsection is in addition to any
ot her taxes authorized by law and shall not be credited against any
ot her tax inposed upon the sane taxable event.

(3) The revenue fromthe taxes inposed under the authority of this
section shall be wused for the purpose of principal and interest
paynments on bonds, issued by the county, to acquire, construct, own,
renodel, maintain, equip, reequip, repair, and operate a basebal
st adi um Revenues from the taxes authorized in this section may be
used for design and other preconstruction costs of the baseball stadi um
until bonds are issued for the baseball stadium The county shall
i ssue bonds, in an anmount determined to be necessary by the public
facilities district, for the district to acquire, construct, own, and
equi p the baseball stadium The county shall have no obligation to
i ssue bonds in an anobunt greater than that which woul d be supported by
the tax revenues under this section, RCW82.14.0485, and 36.38.010(4)
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(a) and (b). If the revenue fromthe taxes inposed under the authority

of this section exceeds the amount needed for such principal and

i nterest paynents in any year, the excess shall be used solely:

(a) For early retirement of the bonds issued for the baseball
stadi um and

(b) If the revenue from the taxes inposed under this section
exceeds the anmount needed for the purposes in (a) of this subsection in
any year, the excess shall be placed in a contingency fund which may
only be used to pay wunanticipated capital costs on the basebal
stadi um excluding any cost overruns on initial construction.

(4) ((Fhre—taxes—authortzed—under—thts—seection—shalH—not—be
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A)) The proceeds of any bonds issued for the baseball stadium
shall be provided to the district.

((68))) (5) As wused in this section, "baseball stadiunm neans
"basebal | stadiunt as defined in RCW 82. 14. 0485.

((69)Y)) (6) The taxes inposed under the authority of this section

shal | expire when the bonds issued for the construction of the basebal
stadium are retired, but not later than twenty years after the taxes
are first collected.

Sec. 615. RCW 82.14.370 and 2004 c 130 s 2 are each anended to
read as foll ows:

(1) The legislative authority of a rural county may inpose a sales
and use tax in accordance with the ternms of this chapter. The tax is
in addition to other taxes authorized by law and shall be collected
from those persons who are taxable by the state under chapters 82.08
and 82.12 RCW upon the occurrence of any taxable event within the
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county. The rate of tax shall not exceed 0.08 percent ((ef—theseHing
. . I : | | T el L I
case—of—a—use—tax)), except that for rural counties with population
densities between sixty and one hundred persons per square mle, the
rate shall not exceed 0.04 percent before January 1, 2000.
(2) The tax ((++#pesed)) authorized under subsection (1) of this

section ((shaH—be—deductedtromthe—ampunt—oltacotherwseregutred
to—be—coltectedor—patrd-overto-the departrent—olbrevenue)) is a credit
against the state tax under chapter 82.08 or 82.12 RCW The depart nent
of revenue shall performthe collection of such taxes on behalf of the
county at no cost to the county and shall renmt the tax to the county
as provided in RCW82. 14. 060.

(3)(a) Moneys collected under the authority of this section shal
only be used to finance public facilities serving econom c devel opnent
purposes in rural counties. The public facility nust be listed as an
item in the officially adopted county overall econom c devel opnent
pl an, or the econom c devel opnent section of the county's conprehensive
pl an, or the conprehensive plan of a city or town located within the
county for those counties planning under RCW 36. 70A. 040. For those
counties that do not have an adopted overall econom c devel opnent pl an
and do not plan under the growh managenent act, the public facility
must be listed in the county's capital facilities plan or the capital
facilities plan of a city or town |ocated within the county.

(b) In inplementing this section, the county shall consult wth
cities, towns, and port districts located within the county and the
associ ate devel opnent organi zation serving the county to ensure that
the expenditure neets the goals of chapter 130, Laws of 2004 and the
requirements of (a) of this subsection. Each county collecting noney
under the authority of this section shall report to the office of the
state auditor, no later than October 1st of each year, a list of new
projects fromthe prior fiscal year, show ng that the county has used
the funds for those projects consistent wth the goals of chapter 130,
Laws of 2004 and the requirenents of (a) of this subsection. Any
projects financed prior to June 10, 2004, from the proceeds of
obligations to which the tax inposed under the authority of subsection
(1) of this section has been pledged shall not be deenmed to be new
projects under this subsection.
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(c) For the purposes of this section, (i) "public facilities" neans
bri dges, roads, donestic and industrial water facilities, sanitary
sewer facilities, earth stabilization, storm sewer facilities,

railroad, electricity, nat ur al gas, bui | di ngs, structures,
tel ecommuni cations infrastructure, transportation infrastructure, or
commercial infrastructure, and port facilities in the state of

Washi ngton; and (ii) "econom c devel opnent purposes” neans those
pur poses which facilitate the creation or retention of businesses and
jobs in a county.

(4) No tax may be collected under the authority of this section
before July 1, 1998. No tax may be collected under the authority of
this section by a county nore than twenty-five years after the date
that a tax is first inposed under this section.

(5) For purposes of this section, "rural county" nmeans a county
with a popul ation density of |ess than one hundred persons per square
mle or a county snmaller than two hundred twenty-five square mles as
determ ned by the office of financial mnmanagenent and published each
year by the departnent for the period July 1st to June 30t h.

Sec. 616. RCW 82.14.390 and 2002 c 363 s 4 are each anended to
read as foll ows:

(1) Except as provided in subsection (6) of this section, the
governing body of a public facilities district created before July 31,
2002, under chapter 35.57 or 36.100 RCWthat comrences construction of
a new regional center, or inprovenent or rehabilitation of an existing
new regi onal center, before January 1, 2004, nmay inpose a sales and use
tax in accordance with the terns of this chapter. The tax is in
addition to other taxes authorized by |law and shall be collected from
those persons who are taxable by the state under chapters 82.08 and
82. 12 RCW upon the occurrence of any taxable event within the public
facilities district. The rate of tax shall not exceed 0.033 percent
((of the selling price in the case of a sales tax or value of the
article used in the case of a use tax)).

(2) The tax ((++#pesed)) authorized under subsection (1) of this
section ((shall be deducted fromthe ampunt of tax otherw se reguired
to be collected or paid over to the departrnent of revenue)) Is a credit
against the state tax under chapter 82.08 or 82.12 RCW The depart nent
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of revenue shall performthe collection of such taxes on behalf of the
county at no cost to the public facilities district and shall remt the
tax to the district as provided in RCW82.14. 060.

(3) ((No—tax—rmay—becoHectedunder—this—sectionbeforeAugust—3—
2000-)) The tax inposed ((+n)) under the authority of this section
shal | expire when the bonds issued for the construction of the regional
center and related parking facilities are retired, but not nore than
twenty-five years after the tax is first coll ected.

(4) Moneys collected under the authority of this section shall only
be used for the purposes set forth in RCW35.57.020 and nust be nat ched
with an anount from other public or private sources equal to thirty-
three percent of the amount collected under the authority of this
section, provided that anpbunts generated from nonvoter approved taxes
aut horized wunder chapter 35.57 RCW or nonvoter approved taxes
aut hori zed under chapter 36.100 RCW shall not constitute a public or
private source. For the purpose of this section, public or private
sources includes, but is not limted to cash or in-kind contributions
used in all phases of the devel opnent or inprovenent of the regiona
center, land that is donated and used for the siting of the regiona
center, cash or in-kind contributions from public or private
foundations, or anounts attributed to private sector partners as part
of a public and private partnership agreenent negotiated by the public
facilities district.

(5) The conbined total tax ((tewvied)) inposed under the authority
of this section shall not be greater than 0.033 percent. If both a
public facilities district created under chapter 35.57 RCWand a public
facilities district created under chapter 36.100 RCWIi npose a tax under
the authority of this section, the tax inposed by a public facilities
district created under chapter 35.57 RCWshall be credited against the
tax inposed by a public facilities district created under chapter
36.100 RCW

(6) A public facilities district created under chapter 36.100 RCW
is not eligible to inpose the tax authorized under this section if the
| egislative authority of the county where the public facilities
district is located has inposed a sales and use tax under RCW
82.14. 0485 or 82.14.0494.
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Sec. 617. RCW 82.14.400 and 2000 c 240 s 1 are each anended to
read as foll ows:

(1) Upon the joint request of a netropolitan park district, a city
wi th a popul ation of nore than one hundred fifty thousand, and a county
| egislative authority in a county with a national park and a popul ation
of nmore than five hundred thousand and less than one mllion five
hundred thousand, the county shall submt an authorizing proposition to
the county voters, ((fng—and)) inposing a sales and use tax in
accordance with this chapter for the purposes designated in subsection
(4) of this section and identified in the joint request. Such
proposition nust be placed on a ballot for a special or general
el ection to be held no | ater than one year after the date of the joint
request.

(2) The proposition is approved if it receives the votes of a
majority of those voting on the proposition.

(3) The tax authorized in this sectionis in addition to any other
taxes authorized by | aw and shall be collected fromthose persons who
are taxable by the state under chapters 82.08 and 82.12 RCW upon the
occurrence of any taxable event within the county. The rate of tax

shall equal no nore than one-tenth of one percent ((ef—the——seling
. . I : | , | Y el i I
case of a use tax)).

(4) Moneys received from any tax inposed under the authority of
this section shall be used solely for the purpose of providing funds
for:

(a) Costs associated wth financing, desi gn, acqui sition,
construction, equi pping, operating, maintaining, renodeling, repairing,
reequi ppi ng, or inprovenent of zoo, aquarium and wldlife preservation
and display facilities that are currently accredited by the Anmerican
zoo and aquarium associ ation; or

(b) Those costs associated with (a) of this subsection and costs
related to parks located within a county described in subsection (1) of
this section.

(5) The departnment of revenue shall performthe collection of such
taxes on behal f of the county at no cost to the county. In lieu of the
charge for the admnistration and collection of |ocal sales and use
taxes under RCW 82.14.050 from which the county is exenpt under this
subsection (5), a percentage of the tax revenues authorized by this
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section equal to one-half of the maxi num percentage provided in RCW
82.14.050 shall be transferred annually to the departnment of community,

trade, and econom c devel opnent, or its successor agency, from the
funds al |l ocated under subsection (6)(b) of this section for a period of

twelve years from the first date of distribution of funds under

subsection (6)(b) of this section. The departnent of community, trade,

and econom ¢ devel opnent, or its successor agency, shall use funds

transferred to it pursuant to this subsection (5) to provide, operate,

and maintain community-based housing under chapter 43.185 RCW for

persons who are nentally ill.

(6) If the joint request and the authorizing proposition include
provi sions for funding those costs included within subsection (4)(b) of
this section, the tax revenues authorized by this section shall be
all ocated annually as foll ows:

(a) Fifty percent to the zoo and aquari um advi sory authority; and

(b) Fifty percent to be distributed on a per capita basis as set
out in the nost recent population figures for wunincorporated and
incorporated areas only within that county, as determ ned by the office
of financial nmanagenent, solely for parks, as follows: To any
metropolitan park district, to cities and towns not contained within a
metropolitan park district, and the remainder to the county. Moneys
recei ved under this subsection (6)(b) by a county may not be used to
repl ace or suppl ant existing per capita funding.

(7) Funds shall be distributed annually by the county treasurer to
the county, and cities and towns |ocated within the county, in the
manner set out in subsection (6)(b) of this section.

(8) Prior to expenditure of any funds received by the county under
subsection (6)(b) of this section, the county shall establish a process
whi ch consi ders needs throughout the unincorporated areas of the county
in consultation wth community advisory councils established by
or di nance.

(9) By Decenber 31, 2005, and thereafter, the county or any city
with a population greater than eighty thousand nust provide at | east
one dollar match for every two dollars received under this section.

(10) Properties subject to a nenorandum of agreenent between the
federal bureau of |and nmanagenent, the advisory council on historic
preservation, and the Washington state historic preservation officer
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have priority for funding from noney received under subsection (6)(b)
of this section for inplementation of the stipulations in the
menor andum of agreenent.

(a) At |east one hundred thousand dollars of the first four years
of allocations under subsection (6)(b) of this section, to be matched
by the county or city with one dollar for every two dollars received,
shall be used to inplenment the stipulations of the nenorandum of
agreenent and for other historical, archaeol ogical, architectural, and
cultural preservation and inprovenents related to the properties.

(b) The amount in (a) of this subsection shall cone equally from
the allocations to the county and to the city in which the properties
are |l ocated, unless otherwi se agreed to by the county and the city.

(c) The amount in (a) of this subsection shall not be construed to
di spl ace or be offered in lieu of any |ease paynent from a county or
city to the state for the properties in question.

Sec. 618. RCW 82.14.420 and 2002 c 176 s 1 are each anended to
read as foll ows:

(1) A county legislative authority may submt an authorizing
proposition to the county voters, and if the proposition is approved by
a majority of persons voting, ((H->and)) inpose a sales and use tax in
accordance with the terns of this chapter for the purposes designated
in subsection (3) of this section.

(2) The tax authorized in this section shall be in addition to any
ot her taxes authorized by | aw and shall be collected fromthose persons
who are taxable by the state under chapters 82.08 and 82.12 RCW upon
t he occurrence of any taxable event within the county. The rate of tax
shal | equal one-tenth of one percent ((eftheselHngpricetnthecase
of sales tax, or value of the article used, in the case of a use tax)).

(3) Moneys received from any tax inposed under the authority of
this section shall be used solely for the purpose of providing funds
for costs associated with financing, design, acquisition, construction,
equi ppi ng, operating, naintaining, renodeling, repairing, reequipping,
and i nprovenent of energency communi cation systens and facilities.

(4) Counties are authorized to develop joint ventures to collocate
ener gency communi cation systens and facilities.

(5) Prior to submtting the tax authorization in subsection (2) of
this section to the voters in a county that provides energency
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communi cation services to a governnental agency pursuant to a contract,
the parties to the contract shall review and negotiate or affirmthe
terms of the contract.

(6) Prior to submtting the tax authorized in subsection (2) of
this section to the voters, a county with a population of nore than
five hundred thousand in which any city over fifty thousand operates
energency comunication systens and facilities shall enter into an
interlocal agreenent with the city to determne distribution of the
revenue provided in this section.

Sec. 619. RCW 82.14.430 and 2002 c 56 s 405 are each anmended to
read as foll ows:

(1) If approved by the majority of the voters within its boundaries
voting on the ballot proposition, a regional transportation investnent
district may i npose a sales and use tax of up to 0.5 percent ((ef—the
selling price or value of the article used in the case of a use tax)).
The tax authorized by this sectionis in addition to the tax authorized
by RCW 82.14.030 and nust be collected from those persons who are
taxable by the state under chapters 82.08 and 82.12 RCW upon the
occurrence of any taxable event within the taxing district. Mot or
vehicles are exenpt from the sales and use tax inposed under this
subsecti on.

(2) If approved by the majority of the voters within its boundaries
voting on the ballot proposition, a regional transportation investnent
district may inpose a tax on the use of a notor vehicle within a
regional transportation investnent district. The tax applies to those
persons who reside within the regional transportation investnent
district. The rate of the tax may not exceed 0.5 percent ((ef—the
valbve—of—the—rwotor—vehiele)). The tax authorized by this subsection is
in addition to the tax authorized under RCW 82.14.030 and nust be
inposed and collected at the time a taxable event under RCW
82.08.020(1) or 82.12.020 takes place. Al revenue received under this
subsection nust be deposited in the |ocal sales and use tax account and
distributed to the regional transportation investnent district
according to RCW 82.14.050. The follow ng provisions apply to the use
tax in this subsection:

(a) Where persons are taxable under chapter 82.08 RCW the seller
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shall collect the use tax from the buyer wusing the collection
provi si ons of RCW 82. 08. 050.

(b) Where persons are taxable under chapter 82.12 RCW the use tax
must be col |l ected using the provisions of RCW82.12. 045.

(c) "Motor vehicle" has the neaning provided in RCW 46. 04. 320, but
does not include farm tractors or farm vehicles as defined in RCW
46. 04. 180 and 46.04. 181, off-road and nonhi ghway vehicles as defined in
RCW 46. 09. 020, and snownpbil es as defined in RCW46. 10. 010.

(d) "Person" has the neaning given in RCW 82.04. 030.

(e) The value of a notor vehicle nust be determ ned under RCW
82.12.010.

(f) Except as specifically stated in this subsection (2), chapters
82.12 and 82.32 RCWapply to the use tax. The use tax is a |local tax
i nposed under the authority of this chapter ((82234—Rc&A), and this

chapter ((82314RcW) applies fully to the use tax.

Sec. 620. RCW 82.14.440 and 2003 ¢ 83 s 207 are each anmended to
read as foll ows:

(1) Public transportation benefit areas providing passenger-only
ferry service as provided in RCW 36.57A 200 whose boundaries (({3))
(a) are on the Puget Sound, but ((€2))) (b) do not include an area
where a regional transit authority has been fornmed, may submt an
aut hori zing proposition to the voters and, if approved by a majority of
persons voting, ((fx—-and)) inpose a sales and use tax in accordance
with the terns of this chapter, solely for the purpose of providing
passenger-only ferry service.

(2) The tax authorized by this section is in addition to other
taxes authorized by law and nust be collected from those persons who
are taxable by the state under chapters 82.08 and 82.12 RCW upon the
occurrence of a taxable event within the taxing district. The maxi num
rate of the tax nust be approved by the voters and may not exceed four-

tenths of one percent ((ef—the—selHtngpriecei+nthecaseof asalestax
or value of the article used in the case of a use tax)).

Sec. 621. RCW 82.14.450 and 2003 1st sp.s. ¢ 24 s 2 are each
anmended to read as foll ows:

(1) A county legislative authority may submt an authorizing
proposition to the county voters at a primary or general election and,
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if the proposition is approved by a majority of persons voting, inpose
a sales and use tax in accordance with the terns of this chapter. The
title of each ballot neasure nust clearly state the purposes for which
t he proposed sales and use tax will be used. Funds raised under this
tax shall not supplant existing funds used for these purposes. The
rate of tax authorized under this section shall not exceed three-tenths
of one percent ((eft—the——selting—priece—in—the caseof—a sales—tax—or
valdwe—of—the—artieclewsed—tnthecaseol—ausetax) ).

(2) The tax authorized in this section is in addition to any other
taxes authorized by |law and shall be collected fromthose persons who
are taxable by the state under chapters 82.08 and 82.12 RCW upon the
occurrence of any taxable event within the county.

(3) The retail sale or use of notor vehicles, and the |ease of
not or vehicles for up to the first thirty-six nonths of the | ease, are
exenpt fromtax inposed under this section.

(4) One-third of all noney received under this section shall be
used solely for crimnal justice purposes. For the purposes of this
subsection, "crimnal justice purposes” neans additional police
protection, mtigation of congested court systens, or relief of
overcrowded jails or other local correctional facilities.

(5) Money received under the authority of this section shall be
shared between the county and the cities as follows: Si xty percent
shall be retained by the county and forty percent shall be distributed
on a per capita basis to cities in the county.

Sec. 622. RCW 82.14.460 and 2005 ¢ 504 s 804 are each anended to
read as foll ows:

(1) A county legislative authority may ((authertze—fHx—and))
inpose a sales and use tax in accordance with the terns of this
chapter.

(2) The tax authorized in this section shall be in addition to any
ot her taxes authorized by | aw and shall be collected fromthose persons
who are taxable by the state under chapters 82.08 and 82.12 RCW upon
t he occurrence of any taxable event within the county. The rate of tax
shal | equal one-tenth of one percent ((eftheselHngpricetnthe case
of a sales tax, or value of the article used, in the case of a use
tax)).
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(3) Moneys coll ected under the authority of this section shall be
used solely for the purpose of providing new or expanded chem ca
dependency or nental health treatnment services and for the operation of
new or expanded therapeutic court progranms. Moneys collected under the
authority of this section shall not be used to supplant existing
funding for these purposes.

NEW SECTION. Sec. 623. (1) Any fund balance remaining in the
county sal es and use tax equalization account, the nunicipal sales and
use tax equalization account, the distressed county assi stance account,
and the city police and fire protection assi stance account, as of July
1, 2006, shall be transferred by the state treasurer into the
city-county assistance account. The county sales and use tax

equal i zati on account, the nunicipal sales and use tax equalization
account, the distressed county assistance account, and the city police
and fire protection assistance account shall cease to exist after July
1, 2006.

(2) Any | oan repaynents of funds borrowed fromthe nunicipal sales
and use tax equalization account under RCW 35.02.135 shall be deposited
by the state treasurer into the city-county assi stance account.

NEW SECTION. Sec. 624. A new section is added to chapter 82.14
RCWto read as foll ows:

(1) The amount of retail sales or use tax inposed by a |ocal
government under the authority of this chapter or any other statute
upon the occurrence of any taxable event shall equal:

(a) In the case of a sales tax, the tax rates nultiplied by the
selling price of the article, service, or extended warranty; and

(b) In the case of a use tax, the tax rates nultiplied by the val ue
of the article used, value of the service used, or value of the
extended warranty used. However, in the case of a seller that is
required to collect use tax from the purchaser, the anount of tax
i nposed shall equal the tax rates nmultiplied by the purchase price.

(2) For purposes of this section, "local governnent” has the sane
meani ng as in RCW 82. 14. 055.

Sec. 625. RCW 43.84.092 and 2005 c 514 s 1106, 2005 c 353 s 4,
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2005 ¢ 339 s 23, 2005 ¢ 314 s 110, 2005 c 312 s 8, and 2005 c 94 s 2
are each reenacted and anended to read as foll ows:

(1) Al earnings of investnments of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury incone account shall be utilized to pay or receive
funds associated with federal prograns as required by the federal cash
managenent i nprovenent act of 1990. The treasury incone account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash managenent | nprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall wunder RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anounts due to or
fromthe federal governnent pursuant to the cash nmanagenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deemed necessary to inplenent the provisions of the
cash managenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43.84.160, the treasury incone
account may be utilized for the paynent of purchased banki ng services
on behalf of treasury funds including, but not limted to, depository,
saf ekeepi ng, and disbursenent functions for the state treasury and
af fected state agencies. The treasury incone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynents to financial institutions. Paynments shall occur prior to
distribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shall
credit the general fund with all the earnings credited to the treasury
i ncone account except:

(a) The following accounts and funds shall receive their
proportionate share of earnings based upon each account's and fund's
average daily balance for the period: The capitol building

construction account, the Cedar R ver channel construction and
operation account, the Central Washington University capital projects
account, the charitable, educat i onal , penal and reformatory
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institutions account, the comon school construction fund, the county

crimnal justice assistance account, ((t+he—county—sales—and—use—tax
egqualizat+en—aceount—)) the data processing building construction

account, the deferred conpensation adm nistrative account, the deferred
conpensation principal account, the departnent of retirenent systens
expense account, the developnental disabilities comrunity trust
account, the drinking water assistance account, the drinking water
assistance adm nistrative account, the drinking water assistance
repaynent account, the Eastern Washington University capital projects
account, the education construction fund, the education |egacy trust
account, the election account, the energency reserve fund, The
Evergreen State College capital projects account, the federal forest
revol vi ng account, the freight nobility investnent account, the health
services account, the public health services account, the health system
capacity account, the personal health services account, the state

hi gher education construction account, the higher educati on
construction account, the highway infrastructure account, the high-
occupancy toll ||anes operations account, the industrial insurance

prem um refund account, the judges' retirenment account, the judicia
retirement admnistrative account, the judicial retirenment principa
account, the |local |easehold excise tax account, the |local real estate
exci se tax account, the local sales and use tax account, the nedica
aid account, the nobile honme park relocation fund, the nmultinodal
transportation account, the nunicipal crimnal justice assistance
account , ((the—muncipal—sales—andusetax—eguabizatton—account—)) the
nat ural resources deposit account, the oyster reserve | and account, the
per petual surveillance and nmai ntenance account, the public enpl oyees'
retirement system plan 1 account, the public enployees' retirenent
system conbined plan 2 and plan 3 account, the public facilities
construction | oan revol ving account beginning July 1, 2004, the public
heal th suppl enmental account, the public works assistance account, the
Puyal lup tribal settlenent account, the real estate appraiser
conm ssion account, the regional transportation investnment district
account, the resource managenent cost account, the rural Washington
loan fund, the site closure account, the small city pavenent and
sidewal k account, the special wldlife account, the state enployees’
i nsurance account, the state enployees' insurance reserve account, the
state investnment board expense account, the state investnent board
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comm ngl ed trust fund accounts, the suppl enental pension account, the
Tacoma Narrows toll bridge account, the teachers' retirenment system
plan 1 account, the teachers' retirenent system conbined plan 2 and
pl an 3 account, the tobacco prevention and control account, the tobacco
settlenment account, the transportation infrastructure account, the
transportation partnership account, the tuition recovery trust fund,
the University of Washington bond retirenent fund, the University of
Washi ngt on buil di ng account, the volunteer fire fighters' and reserve
officers' relief and pension principal fund, the volunteer fire
fighters' and reserve officers’' admnistrative fund, the Wshington
fruit express account, the Wshington judicial retirenment system
account, the Washington |aw enforcenent officers' and fire fighters'
system plan 1 retirenent account, the Wshington |aw enforcenent
officers' and fire fighters' system plan 2 retirenent account, the
Washi ngton public safety enployees' plan 2 retirenment account, the
Washi ngt on school enployees' retirenent system conbined plan 2 and 3
account, the Wshington state health insurance pool account, the
Washi ngton state patrol retirenent account, the Wshington State
University building account, the Washington State University bond
retirement fund, the water pollution control revolving fund, and the
Western Washington University capital projects account. Ear ni ngs
derived frominvesting bal ances of the agricultural permanent fund, the
normal school permanent fund, the pernmanent common school fund, the
scientific permanent fund, and the state university permanent fund
shall be allocated to their respective beneficiary accounts. Al
earnings to be distributed under this subsection (4)(a) shall first be
reduced by the allocation to the state treasurer's service fund
pursuant to RCW 43. 08. 190.

(b) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account's or
fund's average daily bal ance for the period: The aeronautics account,
the aircraft search and rescue account, the county arterial
preservation account, the departnent of |icensing services account, the
essential rail assistance account, the ferry bond retirenent fund, the
grade crossing protective fund, the high capacity transportation
account, the highway bond retirenent fund, the highway safety account,
the notor vehicle fund, the notorcycle safety education account, the
pi | ot age account, the public transportation systens account, the Puget
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Sound capital construction account, the Puget Sound ferry operations
account, the recreational vehicle account, the rural arterial trust
account, the safety and education account, the special category C
account, the state patrol highway account, the transportation 2003
account (nickel account), the transportation equipnent fund, the
transportation fund, the transportation inprovenent account, the
transportation i nprovenent board bond retirenent account, and the urban
arterial trust account.

(5 In conformance with Article Il, section 37 of the state
Constitution, no treasury accounts or funds shall be allocated earnings
wi thout the specific affirmative directive of this section.

Sec. 626. RCW 82. 44. 160 and 1999 c 309 s 931 are each anended to
read as foll ows:
( ( Bef i bt I o I : I .
¥ T i . , ded |

—4- -))
The nuni ci pal research council may contract with and all ocate noneys to
any state agency, educational institution, or private consulting firm
which inits judgnent is qualified to carry on a municipal research and
service program Moneys may be utilized to match federal funds
avail able for technical research and service prograns to cities and
t owns. Moneys allocated shall be used for studies and research in
muni ci pal governnent, publications, educational, conferences, and
attendance thereat, and in furnishing technical, consultative, and
field services to cities and towns in problens relating to planning,
public health, municipal sanitation, fire protection, |aw enforcenent,
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postwar inprovenents, and public works, and in all matters relating to
city and town governnent. The prograns shall be carried on and al
expenditures shall be nade in cooperation with the cities and towns of
the state acting through the Association of Washington Cities by its
board of directors which is hereby recognized as their official agency
or instrumentality.

Funds ( ( dedueted—under—ths—sectton—shall—be—deposited—in—the
treasury—+n—thegeneral—fund—and)) shall be disbursed by warrant or

check to contracting parties on invoices or vouchers certified by the
chair of the municipal research council or his or her designee.
Paynents to public agencies may be made in advance of actual work
contracted for, in the discretion of the council.
((S ‘i : o o
W I I  einal I | I | of

44155 I . i ¥ hall be d 't od |
I L einal_cal I izt Ry

Sec. 627. RCW 43.62.010 and 1990 c¢c 42 s 317 are each amended to
read as foll ows:

If the state or any of its political subdivisions, or other
agencies, use the population studies services of the office of
financi al managenent or the successor thereto, the state, its political
subdi vi sion, or other agencies utilizing such services shall pay for

the cost of rendering such services. ((EBExpenditures—shall—bepaidout

Sec. 628. RCW 70.05.125 and 1998 c 266 s 1 are each anended to
read as foll ows:

(1) The county public health account is created in the state
treasury. Funds deposited in the county public health account shall be
distributed by the state treasurer to each local public health
jurisdiction based upon amounts certified to it by the departnent of
community, trade, and econom c devel opnent in consultation with the
Washi ngton state association of counties. The account shall include
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(( ))

funds ((as—are)) appropriated to the account fromthe health services
account under RCW 43.72.900, the public health services account under
RCW 43. 72. 902, and such other funds as the legislature may appropriate
to it.

(2)(a) The director of the departnent of comrunity, trade, and
econom ¢ devel opnent shall certify the anmobunts to be distributed to
each local public health jurisdiction using 1995 as the base year of
actual city contributions to | ocal public health.

(h) (( byt unds—are—avat-table—andinananourt—rno—greater—than

£¢))) The county treasurer shall certify the actual 1995 city
contribution to the departnent. Funds in excess of the base shall be
distributed proportionately anong the health jurisdictions based on
i ncorporated population figures as |ast determned by the office of
financi al managenent.

(3) Moneys distributed under this section shall be expended
exclusively for local public health purposes.

Sec. 629. RCW53.08.090 and 1994 c 26 s 1 are each anended to read
as follows:

((H)) A port commssion nmay, by resolution, authorize the
managi ng official of a port district to sell and convey port district
property of ten thousand dollars or less in value. The authority shal
be in force for not nore than one calendar year from the date of
resolution and may be renewed from year to year. Prior to any such
sale or conveyance the managing official shall itemze and list the
property to be sold and nake witten certification to the comm ssion
that the listed property is no longer needed for district purposes.
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Any large block of the property having a value in excess of ten
t housand dollars shall not be broken down into conponents of ten
thousand dollars or less value and sold in the snaller conponents
unl ess the snaller conponents be sold by public conpetitive bid. A
port district may sell and convey any of its real or personal property
val ued at nore than ten thousand dollars when the port comm ssion has,
by resolution, declared the property to be no |onger needed for
di strict purposes, but no property which is a part of the conprehensive
pl an of inprovenent or nodification thereof shall be disposed of until
t he conprehensive plan has been nodified to find the property surplus
to port needs. The conprehensive plan shall be nodified only after
public notice and hearing provided by RCW53. 20. 010.

Nothing in this section shall be deened to repeal or nodify
procedures for property sales within industrial devel opnent districts
as set forth in chapter 53.25 RCW

Sec. 630. RCW 43.160.220 and 1998 c¢c 321 s 9 are each anmended to
read as foll ows:
The distressed county public facilities construction |oan account

is created in the state treasury. ( ( AH—Funds—provi-ded—under—REW
8214 200-shall—be deposited+ntheaceount—)) Mneys in the account

may be spent only after appropriation. Moneys in the account shal
only be used to provide financial assistance under this chapter to
di stressed counties that have experienced extraordinary costs due to
the location of a major new business facility or the substanti al
expansion of an existing business facility in the county.

For purposes of this section, the term "distressed counties"”
i ncl udes any county in which the average |evel of unenploynent for the
three years before the year in which an application for financial
assistance is filed exceeds the average state enploynent for those
years by twenty percent.

NEW SECTION. Sec. 631. The following acts or parts of acts are
each repeal ed:
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(1) RCW 82.14.032 (Alteration of tax rate pursuant to governnent
service agreenent) and 1994 c 266 s 11;

(2) RCW 82.14.046 (Sales and use tax equalization paynents from
| ocal transit taxes) and 1998 ¢ 321 s 37, 1995 ¢ 298 s 1, & 1994 c 241
s 2;

(3) RCW 82.14.070 (Uniformty--Rule making--Mdel ordinance) and
2003 ¢ 168 s 202, 2000 c 104 s 5, & 1970 ex.s. ¢ 94 s 10,

(4) RCW82.14.200 (County sales and use tax equalization account--
Al l ocation procedure) and 2003 1st sp.s. ¢ 25 s 941, 1998 c 321 s 8,
1997 ¢ 333 s 2, 1991 sp.s. ¢ 13 s 15, 1990 c 42 s 313, 1985 c 57 s 82,
1984 ¢ 225 s 5, 1983 c 99 s 1, & 1982 1st ex.s. c 49 s 21;

(5 RCW 82.14.210 (Miunicipal sales and use tax equalization
account--All ocation procedure) and 2003 1st sp.s. ¢ 25 s 942, 1996 c 64
s 1, 1991 sp.s. ¢ 13 s 16, 1990 2nd ex.s. ¢ 1 s 701, 1990 c 42 s 314,
1985 ¢ 57 s 83, 1984 c 225 s 2, & 1982 1st ex.s. c 49 s 22;

(6) RCW 82.14.220 (Figures for apportionnments and distributions
under RCW 82. 14. 200 and 82. 14. 210) and 1984 c 225 s 4;

(7) RCW82.14.380 (Distressed county assi stance account--Creat ed- -
Distributions) and 1999 c¢ 311 s 201 & 1998 c¢ 321 s 10;

(8 RCW35.02.135 (Newy incorporated city or town--May borrow from
muni ci pal sal es and use tax equalization account) and 1991 ¢ 360 s 5;

(9) RCW 82.44.155 (Cty police and fire protection assistance
account--Distribution to cities and towns--Apportionnent) and 1998 c
321 s 40, 1993 c 492 s 254, 1991 c 199 s 223, & 1990 c 42 s 309;

(10) RCW 82.14.034 (Alteration of county's share of city's tax
recei pts pursuant to governnent service agreenent) and 1994 c 266 s 12;
and

(11) RCW 82.14.212 (Transfer of funds pursuant to governnent
service agreenent) and 1994 c 266 s 13.

PART VI |
RETAI L SALES AND USE TAX EXEMPTI ONS

NEW SECTION. Sec. 701. A new section is added to chapter 82.12
RCW to be codified between RCW 82.12.024 and 82.12.0251, to read as
fol |l ows:

(1) The tax inposed by RCW 82.12. 020 does not apply to the use of
any article of tangible personal property, service, or extended
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warranty, if the article, service, or extended warranty is specifically
described in and used solely by a person and solely for the purposes
specified in RCW 82.08.02525, 82.08.0252, 82.08.0253, 82.08.02537,
82. 08. 02567, 82. 08. 02568, 82. 08. 02569, 82. 08. 0256, 82. 08. 0257,
82. 08. 0258, 82.08. 0259, 82.08.0267, 82.08.0272, 82.08.0274, 82.08. 0275,
82.08. 0277, 82. 08. 0278, 82. 08. 02795, 82. 08. 02805, 82. 08. 02806,
82. 08. 02807, 82. 08. 0281, 82. 08. 0282, 82. 08. 0283, 82. 08. 0285,
82. 08. 0288, 82. 08. 0291, 82. 08. 02915, 82. 08. 0293, 82. 08. 0294,
82. 08. 0296, 82.08.0297, 82.08.0298, 82.08.031, 82.08.0311, 82.08.0316,
82.08.032, 82.08.033, 82.08.034, 82.08.803, 82.08.804, 82.08.806,
82.08.808, 82.08.809, 82.08.813, 82.08.832, 82.08.841, 82.08.880,
82.08.890, 82.08.900, 82.08.910, 82.08.920, 82.08.925, 82.08.935,
82. 08. 940, 82.08.945, 82.08.950, 82.08.955, 82.08.975, or 82.08.985.

(2) Subsection (1) of this sectionis in addition to the specific
exenptions from the tax inposed by RCW 82.12.020 provided in other
provi sions of this or any other chapter.

Sec. 702. RCW 82.08.0266 and 1999 c 358 s 5 are each anmended to
read as foll ows:

The tax levied by RCW 82.08.020 shall not apply to sales to
nonresidents of this state for use outside of this state of watercraft
requiring coast guard registration or registration by the state of
princi pal use according to the Federal Boating Act of 1958, even though
delivery be made within this state, but only when (1) the watercraft
wll not be used within this state for nore than forty-five days and
(2) an appropriate exenption certificate supported by identification
ascertaining residence as required by the departnent ((ef—+evende)) and
signed by the ((purehaser)) buyer or ((h+s)) the buyer's agent
establishing the fact that the ((purehaser)) buyer is a nonresident and
that the watercraft is for use outside of this state, a copy of which
shall be retained by the ((dealer)) seller.

Sec. 703. RCW 82.08.02665 and 1999 ¢ 358 s 6 are each anended to
read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales of
vessels to residents of foreign countries for use outside of this
state, even though delivery is nade within this state, but only if

()=
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(a) The vessel will not be used within this state for nore than
forty-five days; and

((2)) (b) An appropriate exenption certificate supported by
identification as required by the departnent ((ef—+evenue)) and signed
by the ((purehaser)) buyer or the ((purehaser—s)) buyer's agent
establishes the fact that the ((purehaser)) buyer is a resident of a
foreign country and that the vessel is for use outside of this state.
A copy of the exenption certificate is to be retained by the ((dealer))
seller.

(2) As used in this section, "vessel" neans every watercraft used
or capable of being used as a neans of transportation on the water
ot her than a seapl ane.

Sec. 704. RCW 82.08.0283 and 2004 c¢ 153 s 101 are each anended to
read as foll ows:

(1) The tax levied by RCW82.08.020 shall not apply to sales of:

(a) Prosthetic devices prescribed, fitted, or furnished for an
individual by a person licensed under the laws of this state to
prescribe, fit, or furnish prosthetic devices, and the conponents of
prost heti c devices;

(b) Medicines of mneral, animal, and botanical origin prescribed,
adm ni stered, dispensed, or used in the treatnment of an individual by
a person licensed under chapter 18.36A RCW ((and)) or

(c)() Medically prescribed oxygen, including, but not limted to,
oxygen concentrator systens, oxygen enricher systens, liquid oxygen
systens, and gaseous, bottled oxygen systens prescribed for an
i ndi vidual by a person licensed under chapter 18.57 or 18.71 RCW for
use in the nedical treatnent of that individual; and

(ii) Repair, replacenent, and conponent parts for nedically
prescribed oxygen.

(2) In addition, the tax levied by RCW82.08.020 shall not apply to
charges made for Ilabor and services rendered in respect to the
repairing, cleaning, altering, or inproving of any of the itens
exenpt ed under subsection (1) of this section.

(3) The exenption in subsection (1) of this section shall not apply
to sal es of durable nedical equipnment or nobility enhanci ng equi pnent.

(4) The definitions in this subsection apply throughout this
section.
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(a) "Prosthetic device" neans a replacenent, corrective, or
supportive device, including repair and replacenent parts for a
prosthetic device, worn on or in the body to:

(1) Artificially replace a m ssing portion of the body;

(1i) Prevent or correct a physical deformty or mal function; or

(1i1) Support a weak or deforned portion of the body.

(b) "Durable nedical equipnment” nmeans equi pnent, including repair
and repl acenent parts for durable nedical equipnent that:

(1) Can wthstand repeated use;

(1i) I's primarily and customarily used to serve a nedical purpose;

(iii1) Cenerally is not useful to a person in the absence of illness
or injury; and

(1v) ((Bees—noet—work)) Is not worn in or on the body.

(c) "Mobility enhancing equipnent” neans equipnment, including
repair and replacenent parts for nmobility enhanci ng equi pnent that:

(1) I's primarily and customarily used to provide or increase the
ability to nove fromone place to another and that is appropriate for
use either in a hone or a notor vehicle;

(1i) I's not generally used by persons with normal nobility; and

(1i1) Does not include any notor vehicle or equipnment on a notor
vehicle normal |y provided by a notor vehicle manufacturer.

(d) The ternms "durabl e nedical equipnent” and "nobility enhanci ng
equi pnent” are nutual ly excl usive.

Sec. 705. RCW 82.08.945 and 2004 c 153 s 110 are each anended to
read as foll ows:

The tax | evied by RCW 82.08. 020 shall not apply to sales of kidney
di al ysis devices, including repair ((and)), replacenent, and conponent
parts, for human use pursuant to a prescription. |In addition, the tax
| evied by RCW 82.08.020 shall not apply to charges nade for | abor and
services rendered in respect to the repairing, cleaning, altering, or
i nprovi ng of kidney dialysis devices.

Sec. 706. RCW82.12.0284 and 2003 ¢ 168 s 603 are each anended to
read as foll ows:

The provisions of this chapter shall not apply in respect to the
use of conputers, conputer conponents, conputer accessories, or
conputer software irrevocably donated to any public or private
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nonprofit school or college, as defined under chapter 84.36 RCW in
this state. For purposes of this section, "computer" ((has)) and
"conputer software" have the same neaning as in RCW 82.04. 215.

Sec. 707. RCW 82.08.02569 and 1996 ¢ 113 s 1 are each anended to
read as foll ows:

The tax levied by RCW 82.08.020 shall not apply to sales of
tangi bl e personal property to a consunmer as defined in RCW
82.04.190((8y)) (1)(f) if the tangible personal property is
incorporated into, installed in, or attached to a building or other
structure that 1is an integral part of a laser interferoneter
gravitational wave observatory on which construction is comrenced
bef ore Decenber 1, 1996

Sec. 708. RCW 82.08.02917 and 1995 c¢ 346 s 3 are each anended to
read as foll ows:

For the purposes of RCW 82.08.02915 ((anrd—82—12-02915)), "youth in
crisis" means any youth under eighteen years of age who is either:
Honel ess; a runaway from the hone of a parent, guardian, or |egal
cust odi an; abused; negl ect ed; abandoned by a parent, guardi an, or |egal
custodi an; or suffering froma substance abuse or nental disorder.

Sec. 709. RCW 82.08.832 and 1998 c 178 s 1 are each anended to
read as foll ows:

(1) The tax levied by RCW82.08. 020 does not apply to sales of gun
saf es.

(2) As used in this section ((anrd—REAW82-12-832)), "gun safe" neans
an enclosure specifically designed or nodified for the purpose of
storing a firearm and equi pped with a padl ock, key |ock, conbination
lock, or simlar 1locking device which, when |ocked, prevents the
unaut hori zed use of the firearm

Sec. 710. RCW 82.08.880 and 2001 2nd sp.s. c¢c 17 s 1 are each
anmended to read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales to
farnmers or to veterinarians of animal pharmaceuticals approved by the
United States departnent of agriculture or by the United States food
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and drug adm nistration, if the pharnmaceutical is to be admnistered to
an animal that is raised by a farnmer for the purpose of producing for
sal e an agricultural product.

(2) The exenption is available only when the buyer provides the
seller wwth an exenption certificate in a formand manner prescribed by
the departnment. The seller nust retain a copy of the certificate for
the seller's files.

(3) For the purposes of this section ((anrd—REW82-12-880)), the
follow ng definitions apply:

(a) "Farnmer" and "agricultural product” nean the sanme as in RCW
82.04. 213.

(b) "Veterinarian" nmeans a person who is licensed to practice
veterinary medicine, surgery, or dentistry under chapter 18.92 RCW

Sec. 711. RCW 82.08.890 and 2001 2nd sp.s. c¢c 18 s 2 are each
anmended to read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales to
eligible persons of services rendered in respect to operating,
repairing, cleaning, altering, or inproving of dairy nutrient
managenent equi pnment and facilities, or to sales of tangible personal
property that becones an ingredient or conponent of the equi pnment and
facilities. The equipnent and facilities nust be used exclusively for
activities necessary to maintain a dairy nutrient nanagenent plan as
requi red under chapter 90.64 RCW This exenption applies to sales nmade
after the dairy nutrient managenent plan is certified under chapter
90. 64 RCW

(2)(a) The departnment of revenue nust provide an exenption
certificate to an eligible person upon application by that person. The
departnment of agriculture nust provide a list of eligible persons to
the departnent of revenue. The application nust be in a form and
manner prescribed by the departnent and nust contain information
regarding the location of the dairy and other information the
departnment may require.

(b) The exenption is available only when the buyer provides the
seller wwth an exenption certificate in a formand manner prescribed by
the departnent. The seller nust retain a copy of the certificate for
the seller's files.
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(3) The definitions in this subsection apply to this section ((anrd
ROW82-12-890)) unless the context clearly requires otherw se:

(a) "Dairy nutrient managenent equipnent and facilities" nmeans
machi nery, equi pnment, and structures used in the handling and treat nent
of dairy manure, such as aerators, agitators, alley scrapers, augers,
dans, gutter cleaners, |oaders, |agoons, pipes, punps, separators, and
tanks. The termal so includes tangi ble personal property that becones
an ingredient or conponent of the equipnment and facilities, including
repair and repl acenent parts.

(b) "Eligible person" neans a person licensed to produce m |k under
chapter 15.36 RCWwho has a certified dairy nutrient nmanagenent plan by
Decenber 31, 2003, as required by chapter 90.64 RCW

Sec. 712. RCW 82.08.900 and 2001 2nd sp.s. c¢c 18 s 4 are each
anmended to read as foll ows:

(1) The tax |levied by RCW82.08. 020 does not apply to sales to an
el i gi bl e person establishing or operating an anaerobic digester or to
services rendered in respect to installing, constructing, repairing,
cleaning, altering, or inproving an anaerobic digester, or to sal es of
t angi bl e personal property that becones an ingredient or conponent of
t he anaerobic digester. The anaerobic digester nust be used primarily
to treat dairy manure.

(2)(a) The departnent of revenue nust provide an exenption
certificate to an eligible person upon application by that person. The
application nust be in a formand manner prescribed by the departnent
and nmust contain information regarding the |ocation of the facility and
other information as the department may require.

(b) The exenption is available only when the buyer provides the
seller wwth an exenption certificate in a formand manner prescribed by
the departnment. The seller nust retain a copy of the certificate for
the seller's files.

(3) The definitions in this subsection apply to this section ((anrd
ROW8212-9060)) unless the context clearly requires otherw se:

(a) "Anaerobic digester" neans a facility that processes nmanure
from cattle into biogas and dried manure using mcroorganisns in a
deconposition process wthin a cl osed, oxygen-free container.

(b) "Eligible person" neans any person establishing or operating an
anaerobic digester to treat primarily dairy manure.
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(c) "Primarily" means nore than fifty percent neasured by vol une or
wei ght .

Sec. 713. RCW 82.08.910 and 2001 2nd sp.s. ¢ 25 s 3 are each
anmended to read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales to
farmers of propane or natural gas used to heat structures used to house
chi ckens. The propane or natural gas nust be used exclusively to heat
the structures. The structures nust be used exclusively to house
chickens that are sold as agricultural products.

(2) The exenption is available only when the buyer provides the
seller wwth an exenption certificate in a formand manner prescribed by
the departnment. The seller nust retain a copy of the certificate for
the seller's files.

(3) The definitions in this subsection apply to this section ((anrd
ROW-8212-910)) .

(a) "Structures" neans barns, sheds, and other simlar buildings in
whi ch chi ckens are housed.

(b) "Farnmer" has the sanme neaning as provided in RCW82.04. 213.

(c) "Agricultural product” has the same neaning as provided in RCW
82.04. 213.

Sec. 714. RCW 82.08.920 and 2001 2nd sp.s. ¢ 25 s 5 are each
anmended to read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales to a
farmer of bedding materials used to accunulate and facilitate the
removal of chicken manure. The farmer nust be raising chickens that
are sold as agricultural products.

(2) The exenption is available only when the buyer provides the
seller wwth an exenption certificate in a formand manner prescribed by
the departnent. The seller nust retain a copy of the certificate for
the seller's files.

(3) The definitions in this subsection apply to this section ((anrd
ROW-8212-920)) .

(a) "Bedding materials"™ mnmeans wood shavings, straw, sawdust,
shredded paper, and other simlar materials.

(b) "Farnmer" has the sanme neaning as provided in RCW82.04. 213.
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(c) "Agricultural product” has the sane neaning as provided in RCW
82.04. 213.

NEW SECTION. Sec. 715. The following acts or parts of acts are
each repeal ed:

(1) RCW 82.12.02525 (Exenptions--Sale of copied public records by
state and | ocal agencies) and 1996 ¢ 63 s 2;

(2) RCW 82.12.0253 (Exenptions--Use of tangible personal property
t axabl e under chapter 82.16 RCW and 1980 ¢ 37 s 53;

(3) RCW 82.12.02567 (Exenptions--Use of machinery and equi pnment
used in generating electricity) and 2004 ¢ 152 s 2, 2003 ¢ 5 s 6, 2001
c 213 s 2, 1999 ¢ 358 s 10, 1998 ¢ 309 s 2, & 1996 c 166 s 2;

(4) RCW 82.12.02568 (Exenptions--Use of carbon and simlar
subst ances that becone an ingredient or conponent of anodes or cathodes
used in producing alum numfor sale) and 1996 ¢ 170 s 2;

(5) RCW82.12.02569 (Exenptions--Use of tangible personal property
related to a building or structure that is an integral part of a |aser
interferoneter gravitational wave observatory) and 1996 ¢ 113 s 2;

(6) RCW 82.12.0257 (Exenptions--Use of tangible personal property
of the operating property of a public utility by state or politica
subdi vi sion) and 1980 ¢ 37 s 57,

(7) RCW 82.12.0258 (Exenptions--Use of tangible personal property
previously used in farmng and purchased from farmer at auction) and
1980 ¢ 37 s 58;

(8) RCW 82.12.0259 (Exenptions--Use of tangible personal property
by federal corporations providing aid and relief) and 2003 ¢ 5 s 7 &
1980 ¢ 37 s 59;

(9) RCW82.12.0261 (Exenptions--Use of |ivestock) and 2001 ¢ 118 s
5 & 1980 ¢ 37 s 60;

(10) RCW 82.12.0262 (Exenptions--Use of poultry for producing
poultry and poultry products for sale) and 1980 ¢ 37 s 61,

(11) RCW 82.12.0267 (Exenptions--Use of senen in artificial
i nsem nation of |ivestock) and 1980 ¢ 37 s 66;

(12) RCW 82.12.0268 (Exenptions--Use of form |unber by persons
engaged in constructing, repairing, etc., structures for consuners) and
1980 ¢ 37 s 67,

(13) RCW 82.12.0269 (Exenptions--Use of sand, gravel, or rock to
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extent of |abor and service charges for mning, sorting, crushing
etc., thereof fromcounty or city quarry for public road purposes) and
1980 ¢ 37 s 68;

(14) RCW 82.12.0271 (Exenptions--Use of wearing apparel only as a
sanple for display for sale) and 1980 ¢ 37 s 69;

(15) RCW82.12.0273 (Exenptions--Use of pollen) and 1980 ¢ 37 s 71;

(16) RCW 82.12. 0274 (Exenptions--Use of tangi bl e personal property
by political subdivision resulting from annexation or incorporation)
and 1980 c 37 s 72;

(17) RCW 82.12.02745 (Exenptions--Use by free hospitals of certain
itenms) and 1993 ¢ 205 s 2;

(18) RCW 82.12.02747 (Exenptions--Use of nedical products by
qual i fying bl ood, tissue, or blood and tissue banks) and 2004 ¢ 82 s 3
& 1995 2nd sp.s. ¢ 9 s 5;

(19) RCW 82.12.02748 (Exenptions--Use of human blood, tissue,
organs, bodies, or body parts for nedical research or quality control
testing) and 1996 c¢ 141 s 2;

(20) RCW 82.12.02749 (Exenptions--Use of nedical supplies,
chem cals, or materials by organ procurenent organization) and 2002 c
113 s 3;

(21) RCW 82.12.0275 (Exenptions--Use of certain drugs or famly
pl anni ng devi ces) and 2003 ¢ 168 s 406, 1993 sp.s. ¢ 25 s 309, & 1980
c 37 s 73,

(22) RCW 82.12.0276 (Exenptions--Use of returnable containers for
beverages and foods) and 1980 c¢ 37 s 74,

(23) RCW82.12.0277 (Exenptions--Certain nedical itens) and 2004 c
153 s 109;

(24) RCW 82.12.0279 (Exenptions--Use of ferry vessels by the state
or local governnental units--Conponents thereof) and 2003 ¢ 5 s 9 &
1980 ¢ 37 s 77;

(25) RCW 82.12.0283 (Exenptions--Use of certain irrigation
equi pnent) and 1983 1st ex.s. ¢ 55 s 6;

(26) RCW 82.12.02915 (Exenptions--Use of itens by health or social
wel fare organi zations for alternative housing for youth in crisis) and
1998 ¢ 183 s 2, 1997 c 386 s 57, & 1995 c 346 s 2;

(27) RCW 82.12.02917 (Exenptions--Use of anusenent and recreation
services by nonprofit youth organi zation) and 1999 ¢ 358 s 7;
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(28) RCW 82.12. 0293 (Exenptions--Use of food and food ingredients)
and 2003 c¢ 168 s 303, 1988 c 103 s 2, 1986 c 182 s 2, 1985 c 104 s 2,
& 1982 1st ex.s. ¢ 35 s 34;

(29) RCW 82.12.0294 (Exenptions--Use of feed for cultivating or
raising fish for sale) and 1985 c¢ 148 s 4;

(30) RCW 82.12. 0296 (Exenptions--Use of feed consuned by |ivestock
at a public livestock market) and 1986 ¢ 265 s 2;

(31) RCW 82.12.0297 (Exenptions--Use of food purchased with food
stanps) and 1998 ¢ 79 s 19 & 1987 c 28 s 2;

(32) RCW 82.12.0298 (Exenptions--Use of diesel fuel in operating
watercraft in commercial deep sea fishing or commercial passenger
fishing boat operations outside the state) and 1987 c 494 s 2;

(33) RCW 82.12.031 (Exenptions--Use by artistic or cultural
organi zati ons of certain objects) and 1981 ¢ 140 s 5;

(34) RCW82.12.0311 (Exenptions--Use of materials and supplies in
packi ng horticultural products) and 1988 ¢ 68 s 2;

(35) RCW 82.12.0316 (Exenptions--Sales of cigarettes by Indian
retailers) and 2005 ¢ 11 s 4 & 2001 ¢ 235 s 5;

(36) RCW82.12.032 (Exenption--Use of used park nodel trailers) and
2001 c 282 s 4;

(37) RCW 82.12.033 (Exenption--Use of certain used nobile hones)
and 1986 ¢ 211 s 3 & 1979 ex.s. c 266 s 4;

(38) RCW82.12.034 (Exenption--Use of used floating hones) and 1984
c 192 s 4,

(39) RCW82.12.0345 (Exenptions--Use of newspapers) and 1994 c 124
s 11;

(40) RCW 82.12.0347 (Exenptions--Use of academ c transcripts) and
1996 c 272 s 3;

(41) RCW 82.12.803 (Exenptions--Nebulizers) and 2004 c¢ 153 s 105;

(42) RCW 82.12.804 (Exenptions--Ostomc itens) and 2004 c 153 s
107,

(43) RCW82.12.806 (Exenptions--Use of conputer equipnent parts and
services by printer or publisher) and 2004 ¢ 8 s 3;

(44) RCW82.12.808 (Exenptions--Use of nedical supplies, chemcals,
or materials by conprehensive cancer centers) and 2005 ¢ 514 s 403;

(45) RCW 82.12.809 (Exenptions--Vehicles using clean alternative
fuel s) and 2005 ¢ 296 s 3;
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(46) RCW82.12.813 (Exenptions--H gh gas m | eage vehicles) and 2005
c 296 s 4,

(47) RCW 82.12.832 (Exenptions--Use of gun safes) and 1998 c¢ 178 s
2;

(48) RCW 82.12.841 (Exenptions--Farm ng equi pment--Hay sheds) and
2005 ¢ 420 s 3;

(49) RCW 82.12.880 (Exenptions--Animal pharmaceuticals) and 2001
2nd sp.s. ¢ 17 s 2;

(50) RCWS82.12. 890 (Exenptions--Dairy nutrient managenent equi pnent
and facilities) and 2003 ¢ 5 s 15 & 2001 2nd sp.s. ¢ 18 s 3;

(51) RCW 82.12.900 (Exenptions--Anaerobic digesters) and 2003 ¢ 5
s 16 & 2001 2nd sp.s. ¢ 18 s 5;

(52) RCW 82.12.910 (Exenptions--Propane or natural gas to heat
chi cken structures) and 2001 2nd sp.s. ¢ 25 s 4;

(53) RCW82.12.920 (Exenptions--Chicken bedding materials) and 2001
2nd sp.s. ¢ 25 s 6;

(54) RCW82.12.925 (Exenptions--Di etary supplenents) and 2003 ¢ 168
s 304,

(55) RCW 82.12.935 (Exenptions--Di sposabl e devices used to deliver
prescription drugs for human use) and 2003 ¢ 168 s 407,

(56) RCW 82.12.940 (Exenptions--Over-the-counter drugs for human
use) and 2003 c¢ 168 s 408;

(57) RCW 82.12.945 (Exenptions--Kidney dialysis devices) and 2004
c 153 s 111 & 2003 c 168 s 411,

(58) RCW 82.12.950 (Exenptions--Steam electricity, electrical
energy) and 2003 c¢ 168 s 704,

(59) RCW 82.12.955 (Exenptions--Use of nmachinery, equipnent,
vehi cl es, and services related to biodiesel or alcohol fuel blend) and
2003 ¢ 63 s 3;

(60) RCW 82.12.960 (Exenptions--Use of nmachinery, equipnent,
vehi cl es, and services related to wood bi omass fuel blend) and 2003 c
339 s 14;

(61) RCW 82.12.975 (Conputer parts and software related to the
manuf acture of comrercial airplanes) and 2003 2nd sp.s. ¢ 1 s 10; and

(62) RCW82.12.985 (Exenptions--Insulin) and 2004 ¢ 153 s 103.

NEW SECTION. Sec. 716. The sole purpose of the legislature in
enacting section 701, chapter . . ., Laws of 2006 is to consolidate a
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nunber of use tax exenptions into a single section for purposes of

sinplification. It is not the intent of the legislature in enacting
section 701, chapter . . ., Laws of 2006 to create new use tax
exenptions, or to elimnate, narrow, or expand any existing use tax
exenpti ons. Therefore, the courts, taxpayers, the departnent of
revenue, and the board of tax appeals should construe section 701,
chapter . . ., Laws of 2006 as a consolidation of existing law with no

substanti ve effect.

PART VI ||
TOBACCO

Sec. 801. RCW 82.24.520 and 1986 c 321 s 6 are each anended to
read as foll ows:

(1) A fee of six hundred fifty dollars shall acconpany each
whol esaler's |icense application or license renewal application. |If a
whol esal er sells or intends to sell cigarettes at two or nore places of
busi ness, whether established or tenporary, a separate license with a
license fee of one hundred fifteen dollars shall be required for each
addi tional place of business. Each license, or certificate thereof,
and such other evidence of I|icense as the departnment of revenue
requires, shall be exhibited in the place of business for which it is
i ssued and in such manner as is prescribed for the display of a master
license. The departnent of revenue shall require each |icensed
whol esaler to file with the departnent a bond in an anount not |ess
than one thousand dollars to guarantee the proper performance of the
duties and the discharge of the liabilities under this chapter. The
bond shall be executed by such |icensed whol esal er as principal, and by
a corporation approved by the departnent of revenue and authorized to
engage in business as a surety conpany in this state, as surety. The
bond shall run concurrently wth the whol esaler's |icense.

(2) The fees inposed under subsection (1) of this section do not
apply to any person applying for a wholesaler's license or for renewal
of a wholesaler's license if the person has a valid distributor's
license under RCW 82.26.150 for the place of business associated with
the wholesaler's |license application or license renewal application.
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Sec. 802. RCW 82.24.530 and 1993 c¢ 507 s 15 are each amended to
read as foll ows:

()(a) A fee of ninety-three dollars shall acconpany each
retailer's license application or l|icense renewal application. A
separate license is required for each separate |ocation at which the
retail er operates.

(b) A fee of thirty additional dollars for each vending machine
shal | acconpany each application or renewal for a license issued to a
retail dealer operating a cigarette vendi ng nmachi ne.

(2) The fee inposed under subsection (1) of this section does not
apply to any person applying for a retailer's license or for renewal of
aretailer's license if the person has a valid retailer's |icense under
RCW 82. 26. 150 for the place of business associated with the retailer's
license application or renewal application.

Sec. 803. RCW 43.06.455 and 2001 c¢c 235 s 2 are each anended to
read as foll ows:

(1) The governor may enter into cigarette tax contracts concerning
the sale of cigarettes. All cigarette tax contracts shall neet the
requirenents for cigarette tax contracts under this section. Except
for cigarette tax contracts under RCW 43.06.460, the rates, revenue
sharing, and exenption terns of a cigarette tax contract are not
effective unless authorized in a bill enacted by the | egislature.

(2) Cigarette tax contracts shall be in regard to retail sales in
which Indian retailers nmake delivery and physical transfer of
possession of the cigarettes fromthe seller to the buyer within Indian
country, and are not in regard to transactions by non-Indian retail ers.
In addition, contracts shall provide that retailers shall not sell or
give, or permt to be sold or given, cigarettes to any person under the
age of eighteen years.

(3) A cigarette tax contract with a tribe shall provide for a
tribal cigarette tax in lieu of all state cigarette taxes and state and
| ocal sales and use taxes on sales of cigarettes in Indian country by
Indian retailers. The tribe nmay all ow an exenption for sales to tribal
menbers.

(4) Cogarette tax contracts shall provide that all cigarettes
possessed or sold by a retailer shall bear a cigarette stanp obtained
by whol esal ers froma bank or other suitable stanp vendor and applied
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to the cigarettes. The procedures to be used by the tribe in obtaining
tax stanps nust include a neans to assure that the tribal tax wll be
pai d by the whol esal er obtaining such cigarettes. Tribal stanps nust
have serial nunbers or sone other discrete identification so that each
stanp can be traced to its source.

(5) Cigarette tax contracts shall provide that retailers shall
purchase cigarettes only from

(a) Wiol esalers or manufacturers licensed to do business in the
state of Washi ngton;

(b) Qut-of-state wholesalers or mnmanufacturers who, although not
licensed to do business in the state of Wshington, agree to conply
with the terns of the cigarette tax contract, are certified to the
state as having so agreed, and who do in fact so conply. However, the
state may in its sole discretion exercise its admnistrative and
enf orcenent powers over such whol esal ers or manufacturers to the extent
permtted by |aw,

(c) A tribal wholesaler that purchases only from a whol esal er or
manuf acturer described in (a), (b), or (d) of this subsection; and

(d) Atribal manufacturer.

(6) Cigarette tax contracts shall be for renewable periods of no
nore than eight years. A renewal may not include a renewal of the
phase-in peri od.

(7) GCgarette tax contracts shall I nclude provisions for
conpliance, such as transport and notice requirenents, inspection
pr ocedur es, st anpi ng requi renents, r ecor dkeepi ng, and audi t

requi renents.

(8) Tax revenue retained by a tribe nust be used for essentia
governnment services. Use of tax revenue for subsidization of cigarette
and food retailers is prohibited.

(9) The cigarette tax contract may include provisions to resolve
di sputes using a nonjudicial process, such as nedi ation.

(10) The governor may del egate the power to negotiate cigarette tax
contracts to the departnent of revenue. The departnment of revenue
shall consult with the |liquor control board during the negotiations.

(11) Information received by the state or open to state review
under the terns of a contract is subject to the provisions of RCW
82. 32. 330.
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(12) It is the intent of the legislature that the liquor contro
board and t he departnent of revenue continue the division of duties and
shared authority under chapter 82.24 RCW and therefore the |I|iquor
control board is responsible for enforcenent activities that come under
the ternms of chapter 82.24 RCW

(13) Each cigarette tax contract shall include a procedure for
notifying the other party that a violation has occurred, a procedure
for establishing whether a violation has in fact occurred, an
opportunity to correct such violation, and a provision providing for
termnation of the contract should the violation fail to be resolved
t hrough this process, such term nation subject to nediation should the
terms of the contract so allow A contract shall provide for
termnation of the contract if resolution of a dispute does not occur
within twenty-four nonths fromthe tine notification of a violation has
occurred. Intervening violations do not extend this tine period. In
addition, the <contract shall include provisions delineating the
respective roles and responsibilities of the tribe, the departnent of
revenue, and the liquor control board.

(14) For purposes of this section and RCW 43. 06. 460, 82.08.0316
((82—12-63165)) and 82.24. 295:

(a) "Essential governnment services" neans services such as triba
adm nistration, public facilities, fire, police, public health,
education, job services, sewer, water, environnental and |and use,
transportation, utility services, and econom ¢ devel opnent;

(b) "Indian retailer” or "retailer” nmeans (i) a retailer wholly
owned and operated by an Indian tribe, (ii) a business wholly owned and
operated by a tribal nenber and licensed by the tribe, or (iii) a
busi ness owned and operated by the Indian person or persons in whose
name the land is held in trust; and

(c) "Indian tribe" or "tribe" means a federally recogni zed | ndi an
tribe located within the geographical boundaries of the state of
Washi ngt on.

NEW SECTION. Sec. 804. The repealed sections in section 23,
chapter 180, Laws of 2005, do not affect any rights, liabilities,
obligations, or proceedings, incurred or instituted prior to July 1,
2005, wunder those sections or rules adopted by the departnent of
revenue pursuant to those sections.
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PART | X
M SCELLANEQUS B&0O AND RETAI L SALES TAX PROVI SI ONS

Sec. 901. RCWB82.04.140 and 1961 c¢ 15 s 82.04. 140 are each anmended
to read as foll ows:

(1) "Business" includes all activities engaged in with the object
of gain, benefit, or advantage to the taxpayer or to another person or
class, directly or indirectly.

(2) "Engaging in business" neans commencing, conducting, or
continuing in business and also the exercise of corporate or franchise
powers as well as liquidating a business when the liquidators thereof
hold thenselves out to the public as conducting such business.

Sec. 902. RCW 82.04.250 and 2003 2nd sp.s. ¢ 1 s 2 are each
reenacted and anmended to read as foll ows:

(1) Upon every person ((exeept—persons—taxable under ROA 38204260
(5)—or—{13)—8204 272 —or—subsection—{(2)—of this—section)) engagi ng
within this state in the business of making sales at retail, except
persons taxable as retailers under other provisions of this chapter, as
to such persons, the amount of tax with respect to such business shal
be equal to the gross proceeds of sales of the business, nmultiplied by
the rate of 0.471 percent.

(2) Upon every person engaging within this state in the business of
making sales at retail that are exenpt from the tax inposed under
chapter 82.08 RCW by reason of RCW 82.08.0261, 82.08.0262, or
82. 08. 0263, except persons taxable under RCW 82.04. 260( (£+3))) (11), as
to such persons, the amount of tax with respect to such business shal
be equal to the gross proceeds of sales of the business, nmultiplied by
the rate of 0.484 percent.

Sec. 903. RCW82.04.280 and 2004 ¢ 24 s 6 are each anended to read
as follows:

Upon every person engaging wthin this state in the business of:
(1) Printing, and of publishing newspapers, periodicals, or nagazines;
(2) building, repairing or inproving any street, place, road, highway,
easenent, right of way, nmass public transportation term nal or parking
facility, bridge, tunnel, or trestle which is owed by a nunicipal
corporation or political subdivision of the state or by the United
States and which is used or to be used, primarily for foot or vehicular
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traffic including mass transportation vehicles of any kind and
including any readjustnment, reconstruction or relocation of the
facilities of any public, private or cooperatively owned utility or
railroad in the course of such building, repairing or inproving, the
cost of which readjustnent, reconstruction, or relocation, is the
responsibility of the public authority whose street, place, road,
hi ghway, easenent, right of way, mass public transportation term nal or
parking facility, bridge, tunnel, or trestle is being built, repaired
or inproved; (3) extracting for hire or processing for hire, except
persons taxable as processors for hire under another section of this
chapter; (4) operating a cold storage warehouse or storage warehouse,
but not including the rental of cold storage |ockers; (5) representing
and perform ng services for fire or casualty insurance conpanies as an
i ndependent resident rmanaging general agent licensed under the
provi sions of RCW 48.05.310; (6) radio and television broadcasting,
excluding network, national and regional advertising conputed as a
standard deduction based on the national average thereof as annually
reported by the Federal Conmunications Comm ssion, or in lieu thereof
by item zation by the individual broadcasting station, and excluding
that portion of revenue represented by the out-of-state audience
conputed as a ratio to the station's total audience as neasured by the
100 mcro-volt signal strength and delivery by wre, if any; (7)
engaging in activities which bring a person within the definition of
consuner contained in RCW82.04.190((6)})) (1)(f); as to such persons,
t he anmobunt of tax on such business shall be equal to the gross inconme
of the business nmultiplied by the rate of 0.484 percent.

As used in this section, "cold storage warehouse" neans a storage
war ehouse used to store fresh and/or frozen perishable fruits or
veget abl es, neat, seafood, dairy products, or fow, or any conbi nation
thereof, at a desired tenperature to maintain the quality of the
product for orderly marketing.

As used in this section, "storage warehouse" neans a building or
structure, or any part thereof, in which goods, wares, or nerchandi se
are received for storage for conpensation, except field warehouses,
fruit warehouses, fruit packing plants, warehouses |icensed under
chapter 22.09 RCW public garages storing autonobiles, railroad freight
sheds, docks and wharves, and "self-storage" or "mni storage"
facilities whereby custoners have direct access to individual storage
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areas by separate entrance. " St orage war ehouse" does not include a
buil ding or structure, or that part of such building or structure, in
whi ch an activity taxable under RCW 82.04. 272 is conduct ed.

As used in this section, "periodical or nmagazine" neans a printed
publication, other than a newspaper, issued regularly at stated
intervals at | east once every three nonths, including any suppl enent or
special edition of the publication.

Sec. 904. RCW 82.04.280 and 2003 c 149 s 4 are each anended to
read as foll ows:

Upon every person engaging within this state in the business of:
(1) Printing, and of publishing newspapers, periodicals, or nagazines;
(2) building, repairing or inproving any street, place, road, highway,
easenent, right of way, mass public transportation term nal or parking
facility, bridge, tunnel, or trestle which is owed by a nunicipal
corporation or political subdivision of the state or by the United
States and which is used or to be used, primarily for foot or vehicular
traffic including nmass transportation vehicles of any kind and
including any readjustnment, reconstruction or relocation of the
facilities of any public, private or cooperatively owned utility or
railroad in the course of such building, repairing or inproving, the
cost of which readjustnent, reconstruction, or relocation, is the
responsibility of the public authority whose street, place, road,
hi ghway, easenent, right of way, nmass public transportation term nal or
parking facility, bridge, tunnel, or trestle is being built, repaired
or inproved; (3) extracting for hire or processing for hire, except
persons taxable as processors for hire under another section of this
chapter; (4) operating a cold storage warehouse or storage warehouse,
but not including the rental of cold storage |ockers; (5) representing
and performng services for fire or casualty insurance conpanies as an
i ndependent resident rmanaging general agent Ilicensed under the
provi sions of RCW 48.05.310; (6) radio and television broadcasting,
excluding network, national and regional advertising conputed as a
standard deduction based on the national average thereof as annually
reported by the Federal Conmunications Comm ssion, or in lieu thereof
by item zation by the individual broadcasting station, and excl uding
that portion of revenue represented by the out-of-state audience
conputed as a ratio to the station's total audience as neasured by the
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100 mcro-volt signal strength and delivery by wre, if any; (7)
engaging in activities which bring a person within the definition of
consuner contained in RCW82.04.190(((6))) (L) (f); as to such persons,
t he anmobunt of tax on such business shall be equal to the gross incone
of the business nmultiplied by the rate of 0.484 percent.

As used in this section, "cold storage warehouse" neans a storage
war ehouse used to store fresh and/or frozen perishable fruits or
veget abl es, neat, seafood, dairy products, or fow, or any conbi nation
thereof, at a desired tenperature to maintain the quality of the
product for orderly marketing.

As used in this section, "storage warehouse" neans a building or
structure, or any part thereof, in which goods, wares, or nerchandi se
are received for storage for conpensation, except field warehouses,
fruit warehouses, fruit packing plants, warehouses |icensed under
chapter 22.09 RCW public garages storing autonobiles, railroad freight
sheds, docks and wharves, and "self-storage" or "mni storage"
facilities whereby custoners have direct access to individual storage
areas by separate entrance. " St orage war ehouse" does not include a
buil ding or structure, or that part of such building or structure, in
whi ch an activity taxable under RCW 82.04. 272 is conduct ed.

As used in this section, "periodical or magazine" neans a printed
publication, other than a newspaper, issued regularly at stated
intervals at | east once every three nonths, including any suppl enent or
special edition of the publication.

Sec. 905. RCW 82.04.418 and 1983 1st ex.s. ¢ 66 s 2 are each
anmended to read as foll ows:

The provisions of this chapter ((shal)) do not apply to:

(1) Gants received fromthe state or the United States governnent
by nunicipal corporations or political subdivisions of the state of
Washi ngton;_

(2) Anmpbunts received by any person for research and devel opnent
under the federal snall business innovation research program (114 Stat.
2763A; 15 U.S.C. Sec. 638 et seq.);

(3) Anpbunts received by any person for research and devel opnent
under the federal small business technology transfer program (115 Stat.
263; 15 U.S.C. Sec. 638 et seq.); and

p. 119 SB 6237



N

©O© 00 N O Ol bW

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

(4) Incone received by the life sciences discovery fund authority
under chapter 43. 350 RCW

Sec. 906. RCW 82.04.4281 and 2002 ¢ 150 s 2 are each anmended to
read as foll ows:

(1) I'n conmputing tax there may be deducted fromthe neasure of tax:

(a) Amounts derived frominvestnents;

(b) Amounts derived as dividends or distributions from ((fHhe}))
the capital account by a parent fromits subsidiary entities; and

(c) Anmounts derived from interest on |oans between subsidiary
entities and a parent entity or between subsidiaries of a conmon parent
entity, but only if the total investnent and | oan incone is |ess than
five percent of gross receipts of the business annually.

(2) The follow ng are not deductible under subsection (1)(a) of
this section:

(a) Ampunts received from |l oans, except as provided in subsection
(1) (c) of this section, or the extension of <credit to another,
revolving credit arrangenents, installnment sales, the acceptance of
paynment over tinme for goods or services, or any of the foregoing that
have been transferred by the originator of the sane to an affiliate of
the transferor; or

(b) Amounts received by a banking, |ending, or security business.

(3) The definitions in this subsection apply only to this section.

(a) "Banking business" nmeans a person engaging in business as a
national or state-chartered bank, a mutual savings bank, a savings and
| oan association, a trust conpany, an alien bank, a foreign bank, a
credit wunion, a stock savings bank, or a simlar entity that is
chartered under Title 30, 31, 32, or 33 RCW or organized under Title
12 U.S. C

(b) "Lending business" nmeans a person engaged in the business of
maki ng secured or unsecured | oans of noney, or extending credit, and
(i) nore than one-half of the person's gross incone is earned from such
activities and (ii) nore than one-half of the person's tota
expenditures are incurred in support of such activities.

(c) The terms "loan" and "extension of credit" do not include
ownership of or trading in publicly traded debt instrunents, or
substantially equivalent instruments offered in a private placenent.
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(d) "Security business" nmeans a person, other than an issuer, who
is engaged in the business of effecting transactions in securities as
a broker, dealer, or broker-dealer, as those terns are defined in the
securities act of Wshington, chapter 21.20 RCW or the federal
securities act of 1933. "Security business" does not include any
conpany excluded from the definition of broker or dealer under the
federal investnent conpany act of 1940 or any entity that is not an
i nvest ment conpany by reason of sections 3(c)(1) and 3(c)(3) through
3(c)(14) thereof.

Sec. 907. RCW 82.04.4286 and 1980 ¢ 37 s 7 are each anended to
read as foll ows:

(( ' )
This chapter does not apply to anmounts derived from busi ness which the
state is prohibited fromtaxing under the Constitution of this state or
the Constitution or laws of the United States.

Sec. 908. RCW 82.04.440 and 2005 c 301 s 3 are each anended to
read as foll ows:

(1) Every person engaged in activities ((whieh)) that are ((wthin
tHhe—purview—of—the provistonrs—ot—two—er—nbre—-of—sectiens)) subject to
tax under two or nore provisions of RCW 82.04.230 ((+e)) through
82.04.298, inclusive, shall be taxable wunder each ((paragraph))

provision applicable to ((t+he)) those activities ((engaged—+h)).
(2) Persons taxabl e under RCW 82.04.2909(2), 82.04.250, 82.04.270,

82.04.294(2), or 82.04.260(1)(c), (4), or ((£+31)) (11) with respect to
selling products in this state shall be allowed a credit agai nst those
taxes for any (a) manufacturing taxes paid with respect to the
manuf acturing of products so sold in this state, and/or (b) extracting
taxes paid with respect to the extracting of products so sold in this
state or ingredients of products so sold in this state. Extracting
taxes taken as credit under subsection (3) of this section nay al so be

taken wunder this subsection, if otherwise allowable wunder this
subsecti on. The anount of the credit shall not exceed the tax
l[iability arising under this chapter with respect to the sale of those
pr oduct s.

(3) Persons taxabl e under RCW 82.04. 240 or 82.04.260(1)(b) shall be
allowed a credit against those taxes for any extracting taxes paid with
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respect to extracting the ingredients of the products so manufactured
in this state. The anount of the credit shall not exceed the tax
liability arising under this chapter with respect to the manufacturing
of those products.

(4) Persons taxable under RCW 82.04. 230, 82.04.240, 82.04.2909(1),
82.04.294(1), or 82.04.260 (1), (2), (4), ((£6)y)) or ((3»)) (11)
with respect to extracting or manufacturing products in this state
shall be allowed a credit against those taxes for any (i) gross
recei pts taxes paid to another state with respect to the sales of the
products so extracted or manufactured in this state, (ii) manufacturing
taxes paid with respect to the manufacturing of products using
ingredients so extracted in this state, or (iii) manufacturing taxes
paid with respect to manufacturing activities conpleted in another
state for products so manufactured in this state. The anount of the
credit shall not exceed the tax liability arising under this chapter
wWth respect to the extraction or manufacturing of those products.

(5) For the purpose of this section:

(a) "Goss receipts tax" neans a tax:

(1) Wich is inposed on or neasured by the gross volune of
business, in ternms of gross receipts or in other terns, and in the
determ nation of which the deductions all owed would not constitute the
tax an incone tax or value added tax; and

(i) Wich is also not, pursuant to law or custom separately
stated fromthe sales price.

(b) "State" nmeans (i) the state of Washington, (ii) a state of the
United States other than Washington, or any political subdivision of
such other state, (iii) the District of Colunbia, and (iv) any foreign
country or political subdivision thereof.

(c) "Manufacturing tax" nmeans a gross receipts tax inposed on the
act or privilege of engaging in business as a manufacturer, and
includes (i) the taxes inposed in RCW 82.04.240, 82.04.2909(1),
82.04.260 (1), (2), (4), and ((+3)y)) (11), and 82.04.294(1); and (ii)
simlar gross receipts taxes paid to other states.

(d) "Extracting tax" means a gross receipts tax inposed on the act
or privilege of engaging in business as an extractor, and includes the
tax inposed in RCW82.04.230 and simlar gross receipts taxes paid to
ot her states.
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(e) "Business", "manufacturer", "extractor", and other ternms used
in this section have the neanings given in RCW 82.04.020 through
82.04. 212, notwithstanding the use of those terns in the context of
descri bing taxes inposed by ot her states.

Sec. 909. RCW 82.04.440 and 2006 ¢ . . . s 908 (section 908 of
this act) are each anended to read as foll ows:

(1) Every person engaged in activities that are subject to tax
under two or nore provisions of RCW 82.04.230 through 82.04.298,
i nclusive, shall be taxable under each provision applicable to those
activities.

(2) Persons taxabl e under RCW 82.04.2909(2), 82.04.250, 82.04.270,
82.04.294(2), or 82.04.260(1) (c) or (e), (4), or (11) with respect to
selling products in this state shall be allowed a credit against those
taxes for any (a) manufacturing taxes paid with respect to the
manuf acturing of products so sold in this state, and/or (b) extracting
taxes paid with respect to the extracting of products so sold in this
state or ingredients of products so sold in this state. Extracting
taxes taken as credit under subsection (3) of this section nay al so be

taken wunder this subsection, if otherwise allowable wunder this
subsecti on. The anount of the credit shall not exceed the tax
l[iability arising under this chapter with respect to the sale of those
product s.

(3) Persons taxabl e under RCW 82.04. 240 or 82.04.260(1)(b) shall be
allowed a credit against those taxes for any extracting taxes paid with
respect to extracting the ingredients of the products so manufactured
in this state. The anount of the credit shall not exceed the tax
liability arising under this chapter with respect to the manufacturing
of those products.

(4) Persons taxable under RCW 82.04. 230, 82.04.240, 82.04.2909(1),
82.04.294(1), or 82.04.260 (1), (2), (4), or (11) with respect to
extracting or manufacturing products in this state shall be allowed a
credit against those taxes for any (i) gross receipts taxes paid to
another state with respect to the sales of the products so extracted or
manufactured in this state, (ii) manufacturing taxes paid with respect
to the manufacturing of products using ingredients so extracted in this
state, or (iii) manufacturing taxes paid with respect to manufacturing
activities conpleted in another state for products so manufactured in
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this state. The amount of the credit shall not exceed the tax
l[iability arising under this chapter with respect to the extraction or
manuf act uring of those products.

(5) For the purpose of this section:

(a) "Goss receipts tax" neans a tax:

(1) Wich is inposed on or neasured by the gross volune of
business, in ternms of gross receipts or in other terns, and in the
determ nation of which the deductions all owed would not constitute the
tax an incone tax or value added tax; and

(i) Wich is also not, pursuant to law or custom separately
stated fromthe sales price.

(b) "State" nmeans (i) the state of Washington, (ii) a state of the
United States other than Washington, or any political subdivision of
such other state, (iii) the District of Colunbia, and (iv) any foreign
country or political subdivision thereof.

(c) "Manufacturing tax" means a gross receipts tax inposed on the
act or privilege of engaging in business as a manufacturer, and
includes (i) the taxes inposed in RCW 82.04.240, 82.04.2909(1),
82.04.260 (1), (2), (4), and (11), and 82.04.294(1); and (ii) simlar
gross receipts taxes paid to other states.

(d) "Extracting tax" means a gross receipts tax inposed on the act
or privilege of engaging in business as an extractor, and includes the
tax inposed in RCW82.04.230 and simlar gross receipts taxes paid to
ot her states.

(e) "Business", "manufacturer", "extractor", and other ternms used
in this section have the neanings given in RCW 82.04.020 through
82.04. 212, notwithstanding the use of those terns in the context of
descri bing taxes inposed by ot her states.

Sec. 910. RCW 82.04.4461 and 2003 2nd sp.s. ¢ 1 s 7 are each
anmended to read as foll ows:

(1)(a) I'n conmputing the tax inposed under this chapter, a credit is
allowed for each person for qualified preproduction devel opnent
((spending)) expenditures occurring after Decenber 1, 2003.

(b) Before July 1, 2005, any credits earned under this section nust
be accrued and carried forward and may not be used until July 1, 2005.
These carryover credits may be used at any tinme thereafter, and may be
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carried over until used. Refunds nmay not be granted in the place of a
credit.

(2) The credit is equal to the anmpbunt of qualified preproduction
devel opnent expenditures of a person, nmultiplied by the rate of 1.5
percent .

(3) Except as provided in subsection (1)(b) of this section the
credit shall be taken against taxes due for the sanme cal endar year in
which the qualified preproduction developnent expenditures are
incurred. Credit earned on or after July 1, 2005, nmy not be carried
over. The credit for each cal endar year shall not exceed the anount of
tax otherw se due under this chapter for the cal endar year. Ref unds
may not be granted in the place of a credit.

£5))) The definitions in this subsection apply throughout this
section.

(a) "Aeronautics" nmeans the study of flight and the science of
bui | ding and operating commercial aircraft.

(b) "Person" means a person as defined in RCW82.04.030, who is a
manuf acturer or processor for hire of comercial airplanes, or
conponents of such airplanes, as those terns are defined in RCW
82. 32. 550.

(c) "Preproduction developnent” neans research, design, and
engi neering activities perforned in relation to the devel opnent of a
product, product line, nodel, or nodel derivative, including prototype
devel opnent, testing, and certification. The term includes the
di scovery of t echnol ogi cal i nformati on, t he transl ating of
technological information into new or inproved products, processes
techni ques, formulas, or inventions, and the adaptation of existing
products and nodels into new products or new nodels, or derivatives of
products or nodels. The term does not include manufacturing activities
or other production-oriented activities, however the term does include
t ool design and engi neering design for the manufacturing process. The
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term does not include surveys and studies, social science and
humani ti es research, market research or testing, quality control, sale
pronotion and service, conputer software devel oped for internal use,
and research in areas such as inproved style, taste, and seasona
desi gn.

(d)

{ery)) "Qualified preproduction devel opnment” neans preproduction
devel opment performed within this state in the field of aeronautics.
((6)) (e) "Qualified preproduction developnent expenditures”
means operating expenses, including wages, conpensation of a proprietor
or a partner in a partnership as determned by the departnent,
benefits, supplies, and conputer expenses, directly incurred in
qualified preproduction devel opnent by a person claimng the credit
provided in this section. The term does not include anpunts paid to a
person, as defined in RCW82.04.030, other than a public educational or

research institution to conduct qualified preproduction devel opnent.
The term does not include capital costs and overhead, such as expenses
for land, structures, or depreciable property.

£6¥)) (5) In addition to all other requirenments under this title,
a person taking the credit under this section nust report as required
under RCW 82. 32. 545.

((6H)) (B6) Credit may not be clained for expenditures for which a
credit is clainmed under RCW 82.04. 4452.

((8))) (7) This section expires July 1, 2024.

Sec. 911. RCW 82.04.4462 and 2003 2nd sp.s. ¢ 1 s 8 are each
anmended to read as foll ows:

(1) In conmputing the tax inposed under this chapter, a credit is
allowed for the investnent related to design and preproduction
devel opnent conputer software and hardware acquired between July 1,
1995, and Decenber 1, 2003, and used by an eligible person primarily
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for the digital design and devel opnment of comrercial airplanes. The

credit shall be equal to the purchase price of such property,
mul tiplied by 8.44 percent. Credit taken in any one cal endar year may
not exceed ten mllion dollars, and total lifetine credit taken under

this section by any one person may not exceed twenty mllion dollars.
Credit may be carried over until used.

(2) The definitions in this subsection apply throughout this
section.

(a) "Commercial airplane"” has the neaning given in RCW82. 32.550.

(b) "Design and preproduction devel opnent conputer software and
har dwar e" means conput er - ai ded t hr ee- di nensi onal interactive
applications and other solid nodeling conmputer technology that allow
for electronic design and testing during product devel opnent.

(c) "Eligible person” neans a person as defined in RCW82. 04. 030,
who is a manufacturer of conmercial airplanes.

(3) An application nust be made to the departnent before taking the

credit under this section. The application shall be mde to the
departnment in a form and manner prescribed by the departnent. The
application shall contain information regarding the uses of the

conputer software and hardware, purchase price, dates of acquisition,
and other information required by the departnent. The departnent shal
rule on the application within sixty days. Al applications nust be
recei ved by the departnent within one year of Decenber 1, 2003.

(4) This section expires July 1, ((2624)) 2006.

Sec. 912. RCW 82.04.4328 and 1985 ¢ 471 s 7 are each anmended to
read as foll ows:

(1) For the purposes of RCW 82.04.4322, 82.04.4324, 82.04.4326,
82.04.4327, and 82.08.031, ((anrd—82—212-03%1-)) the term "artistic or
cul tural organization”™ neans an organization which is organized and
operated exclusively for the purpose of providing artistic or cultural
exhibitions, presentations, or performances or cultural or art
educati on prograns, as defined in subsection (2) of this section, for
view ng or attendance by the general public. The organi zation nust be
a not-for-profit corporation under chapter 24.03 RCW and nanaged by a
governing board of not |ess than eight individuals none of whomis a
paid enployee of the organization or by a corporation sole under
chapter 24.12 RCW In addition, to qualify for deduction or exenption
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fromtaxati on under RCW 82. 04. 4322, 82.04.4324, 82.04.4326, 82.04.4327,
82.08.031, and ((8231203%1)) section 701 of this act, the corporation
shall satisfy the follow ng conditions:

(a) No part of its income nmay be paid directly or indirectly to its
menbers, stockhol ders, officers, directors, or trustees except in the
form of services rendered by the corporation in accordance with its
pur poses and byl aws;

(b) Salary or conpensation paid to its officers and executives nust
be only for actual services rendered, and at |evels conparable to the
sal ary or conpensation of |like positions within the state,;

(c) Assets of the corporation nmust be irrevocably dedicated to the
activities for which the exenption is granted and, on the |iquidation,
di ssol ution, or abandonnent by the corporation, may not inure directly
or indirectly to the benefit of any nenber or individual except a
nonprofit organization, association, or corporation which also would be
entitled to the exenption;

(d) The corporation nust be duly licensed or certified when
licensing or certification is required by |aw or regul ation;

(e) The anobunts received that qualify for exenption nust be used
for the activities for which the exenption is granted;

(f) Services must be avail abl e regardl ess of race, color, national
origin, or ancestry; and

(g) The director of revenue shall have access to its books in order
to determ ne whether the corporation is exenpt fromtaxes.

(2) The term"artistic or cultural exhibitions, presentations, or
performances or cultural or art education progranms” includes and is
limted to:

(a) An exhibition or presentation of works of art or objects of
cultural or historical significance, such as those commonly displ ayed
in art or history museuns;

(b) A nusical or dramatic performance or series of perfornmances; or

(c) An educational sem nar or program or series of such prograns,
offered by the organization to the general public on an artistic,
cultural, or historical subject.

Sec. 913. RCW 82.04.460 and 2004 c 174 s 6 are each anended to
read as foll ows:
(1)(a) Except as otherwise provided in this section, any person
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((rendertnhg—serviees)) engaging in business activities in this state
t axabl e under RCW 82. 04. 290 or 82.04. 2908, and ((#rat+ntain-ngplaces—of
busi ness both within and wthout this state which contribute to the
rendi-t+on—of—sueh—servie€es)) engaging in business activities outside
this state that contribute nore than incidentally to such in-state
activities, shall, for the purpose of conputing tax liability under RCW
82.04.290 or 82.04.2908, apportion to this state that portion of the
person's gross incone which is derived from ((serviees—rendered))
business activities perfornmed wthin this state. Where such
apportionment cannot be accurately made by separate accounti ng net hods,
the taxpayer shall apportion to this state that proportion of the
taxpayer's total income which the cost of doing business within the
state bears to the total cost of doing business both within and w thout
the state.

(b) Activities perfornmed outside this state contribute nore than
incidentally to in-state activities only to the extent that such
activities would subject the taxpayer to the tax inposed under this
chapter if perforned in this state.

(2) ((Notwi thstanding the provision of subsection (1) of this
seet+oen)) Persons doi ng business both within and without the state who
recei ve gross incone fromservice charges, as defined in RCW63. 14. 010
(relating to amobunts charged for granting the right or privilege to
make deferred or installnent paynents) or who receive gross income from
engaging in business as financial institutions wthin the scope of
chapter 82.14A RCW (relating to city taxes on financial institutions)
shal | apportion or allocate gross incone taxable under RCW 82.04.290 to
this state pursuant to rules ((promgated)) adopted by the depart nent
consistent wwth uniformrules for apportionnent or allocation devel oped
by the states.

((
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NEW SECTION. Sec. 914. The following acts or parts of acts are
each repeal ed:

(1) RCW 82.04.055 (Sel ected business services) and 1997 ¢ 304 s 3;

(2) RCW 82.04.150 ("Engaging in business") and 1961 c¢ 15 s
82. 04. 150;

(3) RCW 82.04.4261 (Exenptions--Federal snall business innovation
research program and 2004 c 2 s 9;

(4) RCW 82.04.4262 (Exenptions--Federal small business technol ogy
transfer program and 2004 ¢ 2 s 10; and

(5) RCW 82.04.4263 (Exenptions--Inconme received by the life
sci ences di scovery fund authority) and 2005 ¢ 424 s 11.

PART X
LI TTER TAX

Sec. 1001. RCW 82.19.010 and 1998 c 257 s 7 are each amended to
read as foll ows:

((5)) In addition to any other taxes, there is hereby |evied and
there shall be collected by the departnent of revenue from every person
for the privilege of engaging within this state in business as a
manuf acturer, as a wholesaler, or as aretailer, alitter tax equal to
the value of products listed in RCW 82.19.020, including byproducts,
manufactured within this state, multiplied by fifteen one-thousandths
of one percent in the case of manufacturers, and equal to the gross
proceeds of sales of the products listed in RCW82.19.020 that are sold
within this state nultiplied by fifteen one-thousandths of one percent
in the case of wholesalers and retailers.

(( Boainnina a y 000 a¥a a

SB 6237 p. 130



©O© 00 N O Ol WDN P

W W W NDNDNDNDDNDDNDDNDNDNNMNDNPEPRPPPPPEPERPPEPPREPPE
N PP O O© 00 NO Ol D WNPEFP O OO0Lm~NO O P~ WDNPEL O

33
34

35
36

Sec. 1002. RCW 82.19.050 and 2005 c 289 s 1 are each anmended to
read as foll ows:

The litter tax inposed in this chapter does not apply to:

(1) The manufacture or sale of products for use and consunption
outside the state,;

(2) The value of products or gross proceeds of the sales exenpt
fromtax under RCW 82.04.330(1) (a) or (b);

(3) The sale of products for resale by a qualified grocery
di stribution cooperative to customer-owners of the grocery distribution
cooperati ve. For the purposes of this section, "qualified grocery
di stribution cooperative" and "custoner-owner" have the neanings given
in RCW 82. 04. 298;

(4) The sale of food or beverages by retailers that are sold solely
for imedi ate consunption indoors at the seller's place of business or
at a deck or patio at the seller's place of business, or indoors at an
eating area that is contiguous to the seller's place of business; or

(5)(a) The sale of prepared food or beverages by caterers where the
food or beverages are to be served for imedi ate consunption in or on
i ndi vi dual nonsingle use containers at prem ses occupied or controlled
by the custoner.

(b) For the purposes of this subsection, the follow ng definitions
appl y:

(1) "Prepared food" has the sanme neaning as provided in RCW
82. 08. 0293.

(1i) "Nonsingle use container” neans a receptacle for holding a
single individual's food or beverage that is designed to be used nore
t han once. Nonsingle use containers do not include pizza delivery bags
and simlar insulated containers that do not directly contact the food.
Nonsi ngl e use containers do not include plastic or paper plates or
ot her containers that are disposable.

(i) "Caterer" means a person contracted to prepare food where the
final cooking or serving occurs at a location selected by the custoner.

PART Xi
LEASEHOLD EXCI SE TAX

Sec. 1101. RCW 82. 29A. 130 and 2005 ¢ 514 s 601 and 2005 ¢ 170 s 1
are each reenacted and anended to read as foll ows:
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The followng |easehold interests shall be exenpt from taxes
i nposed pursuant to RCW 82. 29A. 030 and 82. 29A. 040:

(1) Al leasehold interests constituting a part of the operating
properties of any public utility ((whieh)) that is assessed and taxed
as a public utility pursuant to chapter 84.12 RCW

(2) Al leasehold interests in facilities owned or wused by a
school, college or wuniversity which |easehold provides housing for
students and which is otherw se exenpt from taxation under provisions
of RCW 84.36.010 and 84. 36.050. The exenption provided by this
subsection does not apply to leasehold interests in any portion of
student housing facilities that is not used to provide housing for
student s.

(3) Al leasehold interests of subsidized housing where the fee
ownership of such property is vested in the governnment of the United
States, or the state of Washington or any political subdivision thereof
but only if incone qualification exists for such housing.

(4) Al leasehold interests used for fair purposes of a nonprofit
fair association that sponsors or conducts a fair or fairs ((whiech))
that receive support fromrevenues collected pursuant to RCW67.16. 100
and allocated by the director of the departnent of agriculture where
the fee ownership of such property is vested in the governnent of the
United States, the state of Wshington or any of its political
subdi vi si ons( (—PRAM-BEB—TFhat)). However, this exenption shall not
apply to the | easehol d interest of any subl essee of such nonprofit fair
association if such | easehold interest would be taxable if it were the
primary | ease.

(5) Al leasehold interests in any property of any public entity
used as a residence by an enployee of that public entity who is
required as a condition of enploynent to live in the publicly owned
property.

(6) Al leasehold interests held by enrolled Indians of |ands owned
or held by any Indian or Indian tribe where the fee ownership of such
property is vested in or held in trust by the United States and which
are not subleased to other than to a |essee which would qualify
pursuant to this chapter, RCW 84.36.451 and 84. 40. 175.

(7) Al leasehold interests in any real property of any Indian or
I ndian tribe, band, or community that is held in trust by the United
States or is subject to a restriction against alienation inposed by the
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United States: PROVIDED, That this exenption shall apply only where it
is determned that contract rent paid is greater than or equal to
ninety percent of fair market rental, to be determned by the
departnent of revenue using the sane criteria used to establish taxable
rent in RCW82.29A 020(2)(b).

(8) All leasehold interests for which annual taxable rent is |ess
than two hundred fifty dollars per year. For purposes of this
subsection | easehold interests held by the sanme |essee in contiguous
properties owned by the sanme | essor shall be deened a single |easehold
i nterest.

(9) Al leasehold interests which give use or possession of the
| eased property for a continuous period of less than thirty days((+
PROW-DED—Fhat)). For purposes of this subsection, successive |eases
or lease renewals giving substantially continuous use ((ef)) or
possession of the sane property to the sane | essee shall be deened a
singl e | easehol d interest((+—PROADBEDFURFHER—TFhat)). No | easehold
interest shall be deened to give use or possession for a period of |ess
than thirty days solely by virtue of the reservation by the public
| essor of the right to use the property or to allow third parties to
use the property on an occasional, tenporary basis.

(10) Al leasehold interests wunder nonth-to-nonth |leases in
residential units rented for residential purposes of the | essee pending
destruction or renoval for the purpose of constructing a public highway
or buil ding.

(11) Al leasehold interests in any publicly owed real or persona
property to the extent such | easehold interests arises solely by virtue
of a contract for public inprovenents or work executed under the public
wor ks statutes of this state or of the United States between the public
owner of the property and a contractor.

(12) Al |easehold interests that give use or possession of state
adul t correctional facilities for the purposes of operating
correctional industries under RCW 72.09. 100.

(13) Al leasehold interests wused to provide organized and
supervi sed recreational activities for disabled persons of all ages in
a canp facility and for public recreational purposes by a nonprofit
organi zati on, association, or corporation that would be exenpt from
property tax under RCW 84.36.030(1) if it owned the property. |If the

p. 133 SB 6237



© 00 N O Ol WDN P

W W W W W W WwWwWwWwWwWwWMNDNDNMDNDNMNDNMDNDNMNMNDNMNNMNMNMNMDNEPRPPRPEPRPRPRPPRPERPRERPPRPRE
0O NO O A W NPEFP O OOWwNO O P WNEPEOOOWOOWwMNO O wDNDE. o

publicly owned property is used for any taxable purpose, the |easehold
excise taxes set forth in RCW 82.29A 030 and 82.29A 040 shall be
i nposed and shall be apportioned accordingly.

(14) Al leasehold interests in the public or entertai nnent areas
of a baseball stadium with natural turf and a retractable roof or
canopy that is in a county with a popul ation of over one mllion, that
has a seating capacity of over forty thousand, and that is constructed
on or after January 1, 1995. "Public or entertai nnent areas" include
ticket sales areas, ranps and stairs, |obbies and concourses, parking
areas, concession areas, restaurants, hospitality and stadium club
areas, kitchens or other work areas primarily servicing other public or
entertai nment areas, public rest room areas, press and nedia areas,
control booths, broadcast and production areas, retail sales areas,
museum and exhi bit areas, scoreboards or other public displays, storage
areas, |oading, staging, and servicing areas, seating areas and suites,
the playing field, and any other areas to which the public has access
or which are used for the production of the entertai nnent event or
ot her public usage, and any other personal property used for these

pur poses. "Public or entertainnent areas" does not include | ocker
roons or private offices exclusively used by the | essee.
(15) Al leasehold interests in the public or entertai nnent areas

of a stadium and exhibition center, as defined in RCW 36.102. 010, that
is constructed on or after January 1, 1998. For the purposes of this
subsection, "public or entertainnent areas" has the sane neaning as in
subsection (14) of this section, and includes exhibition areas.

(16) Al leasehold interests in public facilities district((s))
facilities, as ((provided)) described in ((ehapter—36-—3100—06+—35-57))
RCW 36. 100. 030(1) or 35.57.020(1).

(17) Al leasehold interests in property that is: (a) Owmed by a
muni ci pal corporation; (b) listed on any federal or state register of
historical sites; and (c) wholly contained within a desi gnated nati onal
historic reserve under 16 U S. C. Sec. 461.

(18) All leasehold interests in the public or entertai nnent areas
of an anphitheater if a private entity is responsible for one hundred
percent of the cost of constructing the anphitheater which is not
rei mbursed by the public owner, both the public owner and the private
| essee sponsor events at the facility on a regular basis, the |essee is
responsi bl e under the |ease or agreenent to operate and maintain the
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facility, and the anphitheater has a seating capacity of over seventeen
t housand reserved and general adm ssion seats and is in a county with
a popul ation of over three hundred fifty thousand, but |ess than four
hundred twenty-five thousand. For the purposes of this subsection,
"public or entertainnment areas" include box offices or other ticket
sal es areas, entrance gates, ranps and stairs, |obbies and concourses,
parki ng areas, concession areas, restaurants, hospitality areas,
kitchens or other work areas primarily servicing other public or
entertai nment areas, public rest room areas, press and nedia areas

control booths, broadcast and production areas, retail sales areas,
museum and exhi bit areas, scoreboards or other public displays, storage
areas, |oading, staging, and servicing areas, seating areas including
| awn seating areas and suites, stages, and any other areas to which the
public has access or which are wused for the production of the
entertai nnent event or other public usage, and any other personal
property used for these purposes. "Public or entertai nnent areas" does
not include office areas used predom nately by the | essee.

NEW SECTION. Sec. 1102. RCW 82.29A 150 (Cancellation of taxes
levied for collection in 1976) and 1975-'76 2nd ex.s. ¢ 61 s 17 are
each repeal ed.

PART XI |
GENERAL ADM NI STRATI VE PROVI SI ONS

Sec. 1201. RCW 82.32.033 and 2004 c 253 s 1 are each amended to
read as foll ows:

(1) A pronoter of a special event within the state of WAashi ngton
shall not permt a vendor to make or solicit retail sales of tangible
personal property or services at the special event unless the pronoter
makes a good faith effort to obtain verification that the vendor has
obtained a certificate of registration fromthe departnent.

(2) A pronoter of a special event shall:

(a) Keep, in addition to the records required under RCW 82.32. 070,
a record of the dates and place of each special event, and the nane,
address, and registration certificate nunber of each vendor permtted
to make or solicit retail sales of tangible personal property or
services at the special event. The record of the date and place of a
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special event, and the nanme, address, and registration certificate
nunber of each vendor at the event shall be preserved for a period of
one year fromthe date of a special event; and

(b) Provide to the departnment, within twenty days of receipt of a
witten request from the departnent, a list of vendors permtted to
make or solicit retail sales of tangi ble personal property or services.
The list shall be in a form and contain such information as the
departnment may require, and shall include the date and place of the
event, and the nanme, address, and registration certificate nunber of
each vendor

(3) If a pronoter fails to nake a good faith effort to conply with
the provisions of this section, the pronoter is liable for the
penalties provided in this subsection (3).

(a) If a pronoter fails to nake a good faith effort to conply with
t he provisions of subsection (1) of this section, the departnent shal
i npose a penalty of one hundred dollars for each vendor permtted to
make or solicit retail sales of tangible personal property or services
at the special event.

(b) If a pronoter fails to nake a good faith effort to conply with
the provisions of subsection (2)(b) of this section, the departnent
shal | inpose a penalty of:

(i) Two hundred fifty dollars if the information requested is not
received by the departnent wthin twenty days of the departnent's
witten request; and

(i1) One hundred dollars for each vendor for whomthe information
as required by subsection (2)(b) of this section is not provided to the
depart nent.

(4) The aggregate of penalties inposed under subsection (3) of this
section may not exceed two thousand five hundred dollars for a speci al
event if the pronoter has not previously been penalized under this
section. Under no circunstances is a pronoter |iable for sales tax or
busi ness and occupation tax not remtted to the departnent by a vendor
at a special event.

(5) The departnment shall notify a pronoter by mail of any penalty
i nposed under this section, and the penalty shall be due wthin thirty
days from the date of the notice. | f any penalty inposed under this
section is not received by the departnent by the due date, there shal
be assessed interest on the unpaid amobunt begi nning the day follow ng
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the due date until the penalty is paid in full. The rate of interest

shal | be conputed on a daily basis on the anount of outstanding penalty
at the rate as conputed under RCW 82.32.050(2). The rate conputed
shall be adjusted annually in the same manner as provided in RCW
82.32.050(1)(c).

(6) For purposes of this section:

(a) "Pronoter” nmeans a person who organi zes, operates, Or sponsors
a special event and who contracts with vendors for participation in the
speci al event.

(b) " Speci al event" means an ent ertai nnent, anusenent ,
recreational, educational, or marketing event, whether held on a
regular or irregular basis, at which nore than one vendor makes or
solicits retail sales of tangible personal property or services. The
termincludes, but is not limted to: Auto shows, recreational vehicle
shows, boat shows, hone shows, garden shows, hunting and fishing shows,
stanmp shows, com c book shows, sports nenorabilia shows, craft shows,
art shows, antique shows, flea markets, exhibitions, festivals,
concerts, swap neets, bazaars, carnivals, athletic contests, circuses,
fairs, or other simlar activities. "Special event" does not include
an event that is organized for the exclusive benefit of any nonprofit
organi zation as defined in RCW82.04.3651. An event is organized for
t he exclusive benefit of a nonprofit organization if all of the gross
proceeds of retail sales of all vendors at the event inure to the
benefit of the nonprofit organization on whose behalf the event is
bei ng hel d. "Speci al event" does not include athletic contests that
i nvol ve conpetition between teans, when such conpetition consists of
nmore than five contests in a cal endar year by at | east one teamat the
sanme facility or site.

(c) "Vendor" neans a person who, at a special event, nakes or
solicits retail sales of tangible personal property or services.
"Vendor" does not include any person who is not required to obtain a
certificate of reqgistration with the departnent under RCW 82.32. 030.

(7) "CGood faith effort to conply” and "good faith effort to obtain"
may be shown by, but is not limted to, circunstances where a pronoter:

(a) Includes a statenent on all witten contracts with its vendors
that a valid registration certificate nunber issued by the departnent
of revenue is required for participation in the special event and
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requires vendors to indicate their registration certificate nunber on
t hese contracts; and

(b) Provides the departnment with a list of vendors and their
associated registration certificate nunbers as provided in subsection
(2)(b) of this section.

(8) This section does not apply to:

(a) A special event whose pronoter does not charge nore than two
hundred dollars for a vendor to participate in a special event;

(b) A special event whose pronoter charges a percentage of sales
instead of, or in addition to, a flat charge for a vendor to
participate in a special event if the pronoter, in good faith, believes
that no vendor will pay nore than two hundred dollars to participate in
t he special event; or

(c) A person who does not organi ze, operate, or sponsor a speci al
event, but only provides a venue, supplies, furnishings, fixtures,
equi pnent, or services to a pronoter of a special event.

Sec. 1202. RCW 82.32.105 and 1998 ¢ 304 s 13 are each anended to
read as foll ows:

(1) If the departnent of revenue finds that the paynent by a
taxpayer of a tax less than that properly due or the failure of a
taxpayer to pay any tax by the due date was the result of circunstances
beyond the control of the taxpayer, the departnent of revenue shall
wai ve or cancel any penalties inposed under this chapter with respect
to such tax.

(2) The departnent shall waive or cancel the penalty inposed under
RCW 82.32.090(1) when the circunstances under which the delinquency
occurred do not qualify for waiver or cancellation under subsection (1)
of this section if:

(a) The taxpayer requests the waiver for a tax return required to
be filed under RCW 82.32.045, 82.14B.061, 82.23B.020, 82.27.060,
82. 29A. 050, 82.72.050, or 84.33.086; and

(b) The taxpayer has tinely filed and remtted paynent on all tax
returns due for that tax program for a period of twenty-four nonths
i mredi ately preceding the period covered by the return for which the
wai ver i s being requested.

(3) The departnent shall waive or cancel interest inposed under
this chapter if:
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(a) The failure to tinely pay the tax was the direct result of
witten instructions given the taxpayer by the departnent; or

(b) The extension of a due date for paynent of an assessnent of
deficiency was not at the request of the taxpayer and was for the sole
conveni ence of the departnent.

(4) The departnent of revenue shall adopt rules for the waiver or
cancel l ation of penalties and interest inposed by this chapter.

Sec. 1203. RCW 82.32.330 and 2005 ¢ 326 s 1 and 2005 ¢ 274 s 361
are each reenacted and anended to read as foll ows:

(1) For purposes of this section:

(a) "D sclose" neans to make known to any person in any nmanner
whatever a return or tax information;

(b) "Return" means a tax or information return or claimfor refund
required by, or provided for or permtted under, the laws of this state
which is filed with the departnment of revenue by, on behalf of, or with
respect to a person, and any anendnent or supplenent thereto, including
supporting schedul es, attachnents, or lists that are suppl enental to,
or part of, the return so filed,

(c) "Tax information” neans (i) a taxpayer's identity, (ii) the
nature, source, or anount of the taxpayer's incone, paynents, receipts,
deductions, exenptions, credits, assets, liabilities, net worth, tax
liability deficiencies, overassessnents, or tax paynents, whether taken
from the taxpayer's books and records or any other source, (iii)
whet her the taxpayer's return was, is being, or will be exam ned or
subject to other investigation or processing, (iv) a part of a witten
determ nation that is not designated as a precedent and disclosed
pursuant to RCW 82.32.410, or a background file docunent relating to a
witten determnation, and (v) other data received by, recorded by,
prepared by, furnished to, or collected by the departnent of revenue
wth respect to the determnation of the existence, or possible
exi stence, of liability, or the anmount thereof, of a person under the
laws of this state for a tax, penalty, interest, fine, forfeiture, or
other inposition, or offense: PROVI DED, That data, material, or
docunents that do not disclose information related to a specific or
identifiable taxpayer do not constitute tax information under this
section. Except as provided by RCW82.32.410, nothing in this chapter
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shall require any person possessing data, material, or docunents nmade
confidential and privileged by this section to delete information from
such data, material, or docunents so as to permt its disclosure;

(d) "State agency" neans every Washington state office, departnent,
di vi sion, bureau, board, comm ssion, or other state agency;

(e) "Taxpayer identity" neans the taxpayer's nane, address,
t el ephone nunber, registration nunber, or any conbination thereof, or
any other information disclosing the identity of the taxpayer; and

(f) "Departnent” means the departnent of revenue or its officer,
agent, enployee, or representative.

(2) Returns and tax information shall be <confidential and
privileged, and except as authorized by this section, neither the
department of revenue nor any other person may disclose any return or
tax i nformation.

(3) This section does not prohibit the departnent of revenue from

(a) Disclosing such return or tax information in a civil or
crimnal judicial proceeding or an adm nistrative proceeding:

(i) I'n respect of any tax inposed under the laws of this state if
the taxpayer or its officer or other person |liable under Title 82 RCW
is a party in the proceeding; or

(ti) In which the taxpayer about whom such return or tax
information i s sought and anot her state agency are adverse parties in
t he proceedi ng;

(b) Disclosing, subject to such requirenents and conditions as the
director shall prescribe by rules adopted pursuant to chapter 34.05
RCW such return or tax information regarding a taxpayer to such
t axpayer or to such person or persons as that taxpayer may designate in
a request for, or consent to, such disclosure, or to any other person,
at the taxpayer's request, to the extent necessary to conply wth a
request for information or assistance nade by the taxpayer to such
ot her person: PROVI DED, That tax infornmation not received from the
t axpayer shall not be so disclosed if the director determ nes that such
di scl osure would conprom se any investigation or litigation by any
federal, state, or |ocal governnent agency in connection with the civil
or crimnal liability of the taxpayer or another person, or that such
di sclosure would identify a confidential informant, or that such
disclosure is contrary to any agreenent entered into by the departnent
that provides for the reciprocal exchange of information wth other
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government agencies which agreenment requires confidentiality wth
respect to such information unless such information is required to be
di scl osed to the taxpayer by the order of any court;

(c) Disclosing the nanme of a taxpayer with a deficiency greater
than five thousand dollars and against whom a warrant under RCW
82.32.210 has been either issued or filed and renmai ns outstanding for
a period of at least ten working days. The departnent shall not be
required to disclose any information under this subsection if a
taxpayer: (i) Has been issued a tax assessnent; (ii) has been issued
a warrant that has not been filed; and (iii) has entered a deferred
paynment arrangenment with the departnent of revenue and is naking
paynments upon such deficiency that will fully satisfy the indebtedness
within twelve nonths;

(d) Disclosing the nanme of a taxpayer with a deficiency greater
than five thousand dollars and against whom a warrant under RCW
82.32.210 has been filed with a court of record and renains
out st andi ng;

(e) Publishing statistics so classified as to prevent the
identification of particular returns or reports or itens thereof;

(f) Dy sclosing such return or tax information, for official
purposes only, to the governor or attorney general, or to any state
agency, or to any conmttee or subcommttee of the |egislature dealing
with matters of taxation, revenue, trade, commerce, the control of
i ndustry or the professions;

(g) Permtting the departnment of revenue's records to be audited
and examned by the proper state officer, his or her agents and
enpl oyees;

(h) Disclosing any such return or tax information to a peace
officer as defined in RCW9A 04. 110 or county prosecuting attorney, for
official purposes. The disclosure may be made only in response to a
search warrant, subpoena, or other court order, unless the disclosure
is for the purpose of crimnal tax enforcenent. A peace officer or
county prosecuting attorney who receives the return or tax information
may disclose that return or tax information only for wuse in the
investigation and a related court proceeding, or in the court
proceeding for which the return or tax information originally was
sought ;
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(1) Disclosing any such return or tax information to the proper
officer of the internal revenue service of the United States, the
Canadi an governnment or provincial governnents of Canada, or to the
proper officer of the tax departnent of any state or city or town or
county, for official purposes, but only if the statutes of the United
States, Canada or its provincial governnents, or of such other state or
city or town or county, as the case my be, grants substantially
simlar privileges to the proper officers of this state;

(j) Disclosing any such return or tax information to the Depart nent
of Justice, including the Bureau of Al cohol, Tobacco ((and)), Firearns
((et—the—bPepartrment—of—the—TFreasury)) and Explosives wthin the
Departnent of Justice, the Departnent of Defense, the Immgration and
Custons Enforcenent and the Custons and Border Protection agencies of
the United States ((Custenms—Serviece)) Departnent of Honel and Security,
the Coast Guard of the United States, and the United States Departnent
of Transportation, or any authorized representative thereof, for
of ficial purposes;

(k) Publishing or otherwise disclosing the text of a witten
determ nation designated by the director as a precedent pursuant to RCW
82. 32. 410;

(I') Disclosing, in a manner that is not associated with other tax
informati on, the taxpayer nane, entity type, business address, nmailing
address, revenue tax registration nunbers, North Anerican industry
classification systemor standard industrial classification code of a

taxpayer, and the dates of opening and closing of business. Thi s
subsection shall not be construed as giving authority to the departnent
to give, sell, or provide access to any list of taxpayers for any

commer ci al pur pose;

(m Dysclosing such return or tax information that is also
mai nt ai ned by anot her Washington state or | ocal governnental agency as
a public record available for inspection and copying under the
provi sions of chapter 42.56 RCWor is a docunent maintained by a court
of record not otherw se prohibited from discl osure;

(n) Disclosing such return or tax information to the United States
departnent of agriculture for the limted purpose of investigating food
stanp fraud by retailers;

(o) Disclosing to a financial institution, escrow conpany, or title
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conpany, in connection with specific real property that is the subject
of a real estate transaction, current anmounts due the departnent for a
filed tax warrant, judgnent, or |ien against the real property;

(p) Disclosing to a person agai nst whomthe departnent has asserted
liability as a successor under RCW 82.32.140 return or tax information
pertaining to the specific business of the taxpayer to which the person
has succeeded; ((e+))

(q) Disclosing to a county or city such return or tax information
in the possession of the departnent relating to the adm nistration or
enforcenent of the real estate excise tax inposed under chapter 82.45
RCW including information regarding transactions exenpt or otherw se
not subject to tax,

(r) Disclosing to a programas defined in RCW82.73.010 the nanes
of applicants approved for credit under chapter 82.73 RCW based on a
proposed contribution to the program the anount of the proposed
contribution contained in the application for credit, and the anount of
the approved credit; or

(s) Disclosing the least ampunt of return or tax information
necessary for the reports of the effectiveness of tax incentive
prograns when the nunber of taxpayers included in the reports or any
part of the reports cannot be classified to prevent the identification
of taxpayers or particular returns, reports, tax information, or itens
in the possession of the departnent.

(4) (a) The departnment nmay di sclose return or taxpayer information
to a person under investigation or during any court or adm nistrative
proceedi ng against a person under investigation as provided in this
subsection (4). The disclosure nust be in connection wth the
departnent's official duties relating to an audit, collection activity,
or a civil or crimnal investigation. The disclosure may occur only
when the person under investigation and the person in possession of
data, materials, or docunments are parties to the return or tax
information to be disclosed. The departnent may disclose return or tax
i nformati on such as invoices, contracts, bills, statenents, resale or
exenption certificates, or checks. However, the departnment may not
di sclose general |edgers, sales or <cash receipt journals, check
regi sters, accounts receivable/payable |edgers, general journals,
financial statenents, expert's workpapers, incone tax returns, state
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tax returns, tax return workpapers, or other simlar data, materials,
or docunents.
(b) Before disclosure of any tax return or tax information under

this subsection (4), the departnent shal |, through witten
correspondence, informthe person in possession of the data, materials,
or docunments to be disclosed. The correspondence shall «clearly
identify the data, materials, or docunents to be disclosed. The
departnment may not disclose any tax return or tax information under
this subsection (4) wuntil the tine period allowed in (c) of this

subsection has expired or until the court has ruled on any chall enge
brought under (c) of this subsection.

(c) The person in possession of the data, materials, or docunents
to be disclosed by the departnment has twenty days fromthe receipt of
the witten request required under (b) of this subsection to petition
the superior court of the county in which the petitioner resides for
injunctive relief. The court shall |limt or deny the request of the
departnent if the court determ nes that:

(1) The data, materials, or docunents sought for disclosure are
cunul ative or duplicative, or are obtainable from sonme other source
that is nore convenient, |ess burdensone, or |ess expensive;

(i1) The production of the data, materials, or docunents sought
woul d be unduly burdensone or expensive, taking into account the needs
of the departnment, the anount in controversy, limtations on the
petitioner's resources, and the inportance of the issues at stake; or

(tii1) The data, materials, or docunments sought for disclosure
contain trade secret information that, if disclosed, could harm the
petitioner.

(d) The departnment shall reinburse reasonable expenses for the
production of data, materials, or docunents incurred by the person in
possession of the data, materials, or docunents to be discl osed.

(e) Requesting information under (b) of this subsection that may
i ndicate that a taxpayer is under investigation does not constitute a
di scl osure of tax return or tax information under this section.

(5) Any person acquiring know edge of any return or tax information
in the course of his or her enploynent with the departnent of revenue
and any person acquiring know edge of any return or tax information as
provi ded under subsection (3)(f), (g), (h), (i), (j), or (n) of this
section, who discloses any such return or tax information to another
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person not entitled to know edge of such return or tax information
under the provisions of this section, is guilty of a m sdeneanor. |If
the person guilty of such violation is an officer or enployee of the
state, such person shall forfeit such office or enploynent and shall be
i ncapabl e of holding any public office or enploynent in this state for
a period of two years thereafter

Sec. 1204. RCW 82.32.550 and 2003 2nd sp.s. ¢ 1 s 17 are each
anended to read as foll ows:

(1)(a) Chapter 1, Laws of 2003 2nd sp. sess. takes effect on the
first day of the nmonth in which the governor and a manufacturer of
commercial airplanes sign a menorandum of agreenment regarding an
affirmative final decision to site a significant commercial airplane
final assenbly facility in Washington state. The departnent shall
provide notice of the effective date of chapter 1, Laws of 2003 2nd sp.
sess. to affected taxpayers, the legislature, and others as deened
appropriate by the departnent.

(b) Chapter 1, Laws of 2003 2nd sp. sess. is contingent upon the
siting of a significant comercial airplane final assenbly facility in
the state of Washington. |f a nenorandum of agreenent under subsection
(1) of this section is not signed by June 30, 2005, chapter 1, Laws of
2003 2nd sp. sess. is null and void.

(c)(i) The departnent shall nake a determ nation regarding the date
final assenbly of a superefficient airplane begins in Washington state.
The rates in RCW82.04. 260((+3)})) (11) (a)(ii) and (b)(ii) take effect
the first day of the nonth such assenbly begins, or July 1, 2007
whi chever is later. The departnment shall provide notice of the
effective date of such rates to affected taxpayers, the |egislature,
and ot hers as deened appropriate by the departnent.

(i) If on Decenmber 31, 2007, final assenbly of a superefficient
ai rplane has not begun in Wshington state, the departnent shall
provide notice of such to affected taxpayers, the legislature, and
ot hers as deened appropriate by the departnent.

(2) The definitions in this subsection apply throughout this
section.

(a) "Commercial airplane” has its ordinary neaning, which is an
airplane certified by the federal aviation admnistration for
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transporting persons or property, and any mlitary derivative of such
an airpl ane.

(b) "Conponent"” neans a part or system certified by the federa
aviation admnistration for installation or assenbly into a comrerci al
ai r pl ane.

(c) "Final assenbly of a superefficient airplane” neans the
activity of assenbling an airplane fromconponents parts necessary for
its mechani cal operation such that the finished cormmercial airplane is
ready to deliver to the ultinmte consuner.

(d) "Significant comrercial airplane final assenbly facility" nmeans
a location wth the capacity to produce at least thirty-six
superefficient airplanes a year.

(e) "Siting" neans a final decision by a manufacturer to |locate a
significant comercial airplane final assenbly facility in Washington
state.

(f) "Superefficient airplane” nmeans a twin aisle airplane that
carries between two hundred and three hundred fifty passengers, with a
range of nore than seven thousand two hundred nautical mles, a
cruising speed of approximately mach .85, and that uses fifteen to
twenty percent |ess fuel than other simlar airplanes on the market.

NEW SECTI ON.  Sec. 1205. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) Wenever the departnent is required to provide any assessnent,
notice, or other information to persons by regular nail, the departnent
may instead provide the assessnent, notice, or other information
electronically if the followng conditions are net:

(a)(i) The person entitled to receive the information is registered
wth the departnent to file its returns electronically using the
departnent's secure internet-based electronic filing system or is
regi stered to conmuni cate electronically with the departnent using the
departnent's secure nessagi ng service; or

(1i1) The person entitled to receive the information has authorized
the departnent to provide the assessnent, notice, or other information
el ectronically; and

(b) I'f the assessnent, notice, or other information is subject to
the confidentiality provisions of RCW 82.32.330, the nmanner of
el ectroni c comuni cation nust protect the information from unauthorized

SB 6237 p. 146



© 00 N O Ol WDN P

[ S S S
a A WO N R O

16
17

18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

di scl osure. The provisions of this subsection (1)(b) may be wai ved by
a taxpayer. Such waiver nust be in witing and may be provided to the
departnent electronically or by mail.

(2) A person may authorize the departnment under subsection
(1)(a)(ii) of this section to provide a particular itemof information
el ectronically or may give bl anket authorization to provide any item of
information electronically. Such bl anket authorization will continue
until revoked in witing by the taxpayer. Such revocation nay be
provided to the departnent by mail or electronically in a nmanner
provi ded or approved by the departnent.

(3) Any assessnent, notice, or other information provided by the
departnent electronically to a person is deened to be received by the
taxpayer on the date that the departnment electronically sends the
information to the person or electronically notifies the person that
the information is available to be accessed by the person.

PART XII1
USE TAX COLLECTI ON BY ACENTS OF THE DEPARTMENT OF REVENUE

Sec. 1301. RCW82.12.045 and 2003 ¢ 361 s 303 are each anended to
read as foll ows:

(1) ((+rthe—cotHectionoftheusetax—onrnobtor—vehieles-)) (a) The
departnent ((ef—+revenue)) may designate the county auditors of the
several counties of the state as its collecting agents in the
collection of the use tax on: (i) Tangible personal property
consisting of vehicles as defined in RCW46.04.670, off-road vehicles
as defined in RCW46.09. 020, snowmbiles as defined in RCW46.10. 010,
or vessels as defined in RCW 88.02.010; and (ii) any extended warranty

or maintenance agreenent for any item of tangible personal property
described in (a)(i) of this subsection.

(b) Upon such designation, ((H——shal—betheduty—of)) each county
auditor ((te)) shall collect the tax ((at—thet+rwe)) when an applicant
applies for the registration of, and transfer of certificate of
ownership or vessel certificate of title to, the ((meter—vehiecle))

property, except ((+HnathefoHowrnginstances)) where the:
(((a—\herethe)) (i) Applicant exhibits a dealer's report of sale
show ng that ((the+retatl—salestax—hasbeencolleectedby)) the dealer
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has collected the retail sales tax on the tangible personal property in
guestion and on any extended warranty or maintenance agreenent on that
t angi bl e personal property;

((h—Where—the)) (ii) Application is for the renewal of
regi stration

(((ey—Vhere—the)) (iii) Applicant presents a witten statenment
signed by the departnent ((ef—+evenue)), or its duly authorized agent
showi ng that no use tax is legally due; or

(((eh—Where—the)) (iv) Applicant presents satisfactory evidence

showi ng that the applicant has paid the retail sales tax or the use tax

( (has—been—pardbythe—-appteant)) on the ((vehiele)) tangi bl e persona

property in question and on any extended warranty or nmintenance

agreenent on that tangible personal property.

exenpt—ecenses—

3)—+H—shall—be—the—duty—oef)) Every applicant applying for
registration and transfer of certificate of ownership or vessel
certificate of title who is subject to paynent of tax under this
section ((te)) shall declare upon the application the value of the
((vehiele)) property for which application is nade, which shall consi st
of the consideration paid or contracted to be paid therefor.

(({4) Each county auditor who acts as agent of the departnent of
revende——shal—atthe time—eof)) (3) Wen remtting license fee receipts
on ((meter—vehieles)) tangible personal property subject to the
provisions of this section, each county auditor shall pay over and
account to the state treasurer for all use tax revenue coll ected under
this section((;—after—H+st—dedueting—as)). Each county auditor nmay
deduct a collection fee ((the—sunw)) of two dollars for each ((#oter
vehiele)) transfer of personal property upon which the tax ((has—been))
was collected. Except as provided in subsection (6) of this section
the state treasurer shall credit all revenue received ((by—the——state
treasurer)) under this section ((shall—be——credited)) to the genera
fund. Each county auditor shall deposit the ((augditer—s)) collection
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fee ((shalHl—be—depoestted)) in the county current expense fund. A

duplicate of the county auditor's transmttal report to the state
treasurer shall be forwarded ((ferthwith)) Iimediately to the
departnment ((ef—+revenue)).

((65))) (4) Any applicant who ((has)) paid use tax to a county
audi tor under this section may apply to the departnent ((et—+revenue))
for refund ((thereet)) if ((he—or—she)) that person has reason to
beli eve that such tax was not legally due and owing. No refund shal
be allowed unless application therefor is received by the departnent
((ef—+evenue)) within the statutory period for assessnent of taxes,
penal ties, or interest prescribed by RCW82.32.050(3). Upon receipt of
an application for refund the departnent ((ef—+evende)) shall consider
the sanme and issue its order either granting or denying it and if
refund is denied, the taxpayer ((shalH—havethe+right—of)) nmay appea
as provided in RCW82.32. 170((5)) and 82. 32.180 ((and82-32-199)).

((€6))) (5) The provisions of this section shall be construed as
cunmul ative of other nethods prescribed in ((ehapters—8204to82-32
ROA—i-nelusive;)) this title for the collection of the tax inposed by
this chapter. The departnment ((ef—~+revenve—shall—have—power—teo
premulgate—sueh)) may adopt rules ((as—+ay—be)) necessary to adm ni ster

the provisions of this section. Any duties required by this section to
be performed by the county auditor may be performed by the director of
licensing but no collection fee shall be deductible by said director in
remtting use tax revenue to the state treasurer.

((6H)) (6) The use tax revenue collected on the rate provided in
RCW 82. 08. 020(3) shall be deposited in the multinodal transportation
account under RCW 47.66. 070.

PART XI'V
PROPERTY TAX PROVI SI ONS

Sec. 1401. RCW 84.33.140 and 2003 ¢ 170 s 5 are each anmended to
read as foll ows:

(1) When land has been designated as forest |and under RCW
84.33.130, a notation of the designation shall be made each year upon
the assessnent and tax rolls. A copy of the notice of approval
together with the |egal description or assessor's parcel nunbers for
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the land shall, at the expense of the applicant, be filed by the
assessor in the same manner as deeds are recorded.

(2) In preparing the assessnent roll as of January 1, 2002, for
taxes payable in 2003 and each January 1st thereafter, the assessor

shall |ist each parcel of designated forest land at a value wth
respect to the grade and class provided in this subsection and adj usted
as provided in subsection (3) of this section. The assessor shall

conpute the assessed value of the |and using the sane assessnent ratio
applied generally in conputing the assessed val ue of other property in
the county. Values for the several grades of bare forest |and shall be
as follows:

LAND OPERABILITY VALUES
GRADE CLASS PER ACRE
1 $234
229
217
157
198
190
183
132
154
149
148
113
117
114
113
86
85
78
77
52
43
39
39
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(3) On or before Decenber 31, 2001, the department shall adjust by
rule under chapter 34.05 RCW the forest land values contained in
subsection (2) of this section in accordance with this subsection, and
shall certify the adjusted values to the assessor who will use these
values in preparing the assessnent roll as of January 1, 2002. For the
adjustnment to be made on or before Decenber 31, 2001, for use in the
2002 assessnent year, the departnent shall:

(a) Divide the aggregate value of all tinber harvested within the
state between July 1, 1996, and June 30, 2001, by the aggregate harvest
vol ume for the sane period, as determ ned fromthe harvester excise tax
returns filed with the departnent under RCW 84. 33.074; and

(b) Divide the aggregate value of all tinber harvested within the
state between July 1, 1995, and June 30, 2000, by the aggregate harvest
vol ume for the sane period, as determ ned fromthe harvester excise tax
returns filed with the departnent under RCW 84. 33.074; and

(c) Adjust the forest land values contained in subsection (2) of
this section by a percentage equal to one-half of the percentage change
in the average values of harvested tinber reflected by conparing the
resul tant val ues cal cul ated under (a) and (b) of this subsection.

(4) For the adjustnents to be nmade on or before Decenber 31, 2002,
and each succeeding year thereafter, the sanme procedure described in
subsection (3) of this section shall be foll owed using harvester excise
tax returns filed under RCW 84.33.074. However, this adjustnment shal
be nmade to the prior year's adjusted value, and the five-year periods
for calcul ati ng average harvested tinber values shall be successively
one year nore recent.

(5) Land graded, assessed, and val ued as forest |and shall continue
to be so graded, assessed, and valued until renpoval of designation by
t he assessor upon the occurrence of any of the follow ng:

(a) Receipt of notice fromthe owner to renove the designation

(b) Sale or transfer to an ownership nmaking the | and exenpt from ad
val orem t axati on;

~
A W N P b
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(c) Sale or transfer of all or a portion of the land to a new
owner, unless the new owner has signed a notice of forest |and
desi gnation continuance, except transfer to an owner who is an heir or
devi see of a deceased owner, shall not, by itself, result in renoval of
desi gnation. The signed notice of continuance shall be attached to the
real estate excise tax affidavit provided for in RCW 82.45.150. The
notice of continuance shall be on a form prepared by the departnent.
If the notice of continuance is not signed by the new owner and
attached to the real estate excise tax affidavit, all conpensating
t axes cal cul at ed under subsection (11) of this section shall becone due
and payable by the seller or transferor at tinme of sale. The auditor
shall not accept an instrunment of conveyance regarding designated
forest land for filing or recording unless the new owner has signed the
notice of continuance or the conpensating tax has been paid, as
evidenced by the real estate excise tax stanp affixed thereto by the
treasurer. The seller, transferor, or new owner may appeal the new
assessed val uation cal cul ated under subsection (11) of this section to
the county board of equalization in accordance with the provisions of
RCW 84. 40.038. Jurisdiction is hereby conferred on the county board of
equal i zation to hear these appeal s;

(d) Determ nation by the assessor, after giving the owner witten
noti ce and an opportunity to be heard, that:

(i) The land is no longer primarily devoted to and used for grow ng
and harvesting tinber. However, land shall not be renoved from
designation if a governnental agency, organization, or other recipient
identified in subsection (13) or (14) of this section as exenpt from
t he paynent of conpensating tax has manifested its intent in witing or
by other official action to acquire a property interest in the
desi gnated forest |and by neans of a transaction that qualifies for an
exenption under subsection (13) or (14) of this section. The
gover nment al agency, organization, or recipient shall annually provide
the assessor of the county in which the land is |ocated reasonable
evidence in witing of the intent to acquire the designated |and as
long as the intent continues or within sixty days of a request by the
assessor. The assessor may not request this evidence nore than once in
a cal endar year;

(1i) The owner has failed to conply with a final adm nistrative or
judicial order with respect to a violation of the restocking, forest
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managenent, fire protection, insect and disease control, and forest
debris provisions of Title 76 RCWor any applicable rules under Title
76 RCW or

(i11) Restocking has not occurred to the extent or wwthin the tine
specified in the application for designation of such | and.

(6) Land shall not be renoved from designation if there is a
governnental restriction that prohibits, in whole or in part, the owner
from harvesting tinber from the owner's designated forest |and. | f
only a portion of the parcel is inpacted by governnmental restrictions
of this nature, the restrictions cannot be used as a basis to renove
the remai nder of the forest |and from designation under this chapter.
For the purposes of this section, "governnental restrictions" includes:
(a) Any law, regulation, rule, ordinance, program or other action
adopted or taken by a federal, state, county, city, or other
governnental entity; or (b) the land's zoning or its presence within an
urban growt h area desi gnated under RCW 36. 70A. 110.

(7) The assessor shall have the option of requiring an owner of
forest land to file a tinber managenent plan with the assessor upon the
occurrence of one of the foll ow ng:

(a) An application for designation as forest land is submtted; or

(b) Designated forest land is sold or transferred and a notice of
continuance, described in subsection (5)(c) of this section, is signed.

(8 If land is renoved from designation because of any of the
circunstances |listed in subsection (5)(a) through (c) of this section,
the renoval shall apply only to the land affected. |If land is renoved
from designati on because of subsection (5)(d) of this section, the
renoval shall apply only to the actual area of |land that is no | onger
primarily devoted to the growing and harvesting of tinber, wthout
regard to any other |and that may have been included in the application
and approved for designation, as long as the remaining designated
forest land neets the definition of forest land contained in RCW
84. 33. 035.

(9) Wthin thirty days after the renpoval of designation as forest
| and, the assessor shall notify the owner in witing, setting forth the
reasons for the renmoval. The seller, transferor, or owner nmay appea
the renmoval to the county board of equalization in accordance with the
provi si ons of RCW 84. 40. 038.
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(10) Unless the renoval is reversed on appeal a copy of the notice
of renmoval with a notation of the action, if any, upon appeal, together
with the | egal description or assessor's parcel nunbers for the |and

renmoved from designation shall, at the expense of the applicant, be
filed by the assessor in the sanme manner as deeds are recorded and a
notation of renoval from designation shall imedi ately be made upon the

assessnment and tax rolls. The assessor shall revalue the land to be
renmoved with reference to its true and fair value as of January 1st of
the year of renoval from designation. Both the assessed val ue before
and after the renoval of designation shall be listed. Taxes based on
the value of the land as forest |and shall be assessed and payabl e up
until the date of renoval and taxes based on the true and fair val ue of
the land shall be assessed and payable from the date of renoval from
desi gnati on

(11) Except as provided in subsection (5)(c), (13), or (14) of this
section, a conpensating tax shall be inposed on |and renpbved from
designation as forest |and. The conpensating tax shall be due and
payable to the treasurer thirty days after the owner is notified of the
anount of this tax. As soon as possible after the land is renoved from
desi gnation, the assessor shall conpute the anobunt of conpensating tax
and mail a notice to the owner of the ampbunt of conpensating tax owed
and the date on which paynent of this tax is due. The anount of
conpensating tax shall be equal to the difference between the anount of
tax last levied on the land as designated forest |and and an anobunt
equal to the new assessed value of the land nmultiplied by the dollar
rate of the last |levy extended against the land, multiplied by a
nunber, in no event greater than nine, equal to the nunber of years for
whi ch the | and was designated as forest |and, plus conpensating taxes
on the land at forest |and values up until the date of renoval and the
prorated taxes on the land at true and fair value from the date of
renoval to the end of the current tax year

(12) Conpensating tax, together with applicable interest thereon,
shal |l becone a lien on the |and which shall attach at the tine the | and
I's renoved from designation as forest |l and and shall have priority to

and shall be fully paid and satisfied before any recognizance,
nortgage, judgnent, debt, obligation, or responsibility to or wth
which the land nay becone charged or |iable. The lien my be

forecl osed upon expiration of the same period after delinquency and in
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t he sane manner provided by |aw for foreclosure of Iiens for delinquent
real property taxes as provided in RCW84.64.050. Any conpensating tax
unpaid on its due date shall thereupon becone delinquent. From t he
date of delinquency until paid, interest shall be charged at the sane
rate applied by law to delinquent ad val orem property taxes.

(13) The conpensating tax specified in subsection (11) of this
section shall not be inposed if the renoval of designation under
subsection (5) of this section resulted solely from

(a) Transfer to a government entity in exchange for other forest
| and | ocated within the state of \Washi ngton;

(b) A taking through the exercise of the power of em nent donain,
or sale or transfer to an entity having the power of em nent domain in
anticipation of the exercise of such power;

(c) A donation of fee title, developnent rights, or the right to
harvest tinber, to a governnment agency or organi zation qualified under
RCW 84.34.210 and 64.04.130 for the purposes enunerated in those
sections, or the sale or transfer of fee title to a governnental entity
or a nonprofit nature conservancy corporation, as defined in RCW
64.04. 130, exclusively for the protection and conservation of |ands
recommended for state natural area preserve purposes by the natura
heritage council and natural heritage plan as defined in chapter 79.70
RCW At such tinme as the land is not used for the purposes enunerated,
t he conpensating tax specified in subsection (11) of this section shal
be i nposed upon the current owner;

(d) The sale or transfer of fee title to the parks and recreation
comm ssion for park and recreation purposes;

(e) Oficial action by an agency of the state of Washi ngton or by
the county or city within which the land is |located that disallows the
present use of the |and;

(f) The creation, sale, or transfer of forestry riparian easenents
under RCW 76. 13. 120;

(g0 The creation, sale, or transfer of a fee interest or a
conservation easenent for the riparian open space program under RCW
76. 09. 040; or

(h) The sale or transfer of land within two years after the death
of the owner of at least a fifty percent interest in the land if the
| and has been assessed and val ued as classified forest |and, designated
as forest land under this chapter, or classified under chapter 84.34
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certificate is the date used for the purposes of this subsection
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(14) In a county with a population of nore than one mllion
i nhabi tants, the conpensating tax specified in subsection (11) of this
section shall not be inposed if the renoval of designation as forest
| and under subsection (5) of this section resulted solely from

(a) An action described in subsection (13) of this section; or

(b) Atransfer of a property interest to a governnent entity, or to
a nonprofit historic preservation corporation or nonprofit nature
conservancy corporation, as defined in RCW 64.04.130, to protect or
enhance public resources, or to preserve, nmmintain, inprove, restore,
limt the future use of, or otherwise to conserve for public use or
enjoynent, the property interest being transferred. At such tine as
the property interest is not used for the purposes enunerated, the
conpensating tax shall be inposed upon the current owner.

Sec. 1402. RCW 84.33.140 and 2005 ¢ 303 s 13 are each anended to
read as foll ows:

(1) When land has been designated as forest |and under RCW
84.33.130, a notation of the designation shall be made each year upon

the assessnent and tax rolls. A copy of the notice of approval
together with the |egal description or assessor's parcel nunbers for
the land shall, at the expense of the applicant, be filed by the

assessor in the same manner as deeds are recorded.

(2) In preparing the assessnent roll as of January 1, 2002, for
taxes payable in 2003 and each January 1st thereafter, the assessor
shall Iist each parcel of designated forest land at a value wth
respect to the grade and class provided in this subsection and adj usted
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(3) On or before Decenber 31, 2001, the departnent shall adjust by
rule under chapter 34.05 RCW the forest l|and values contained in
subsection (2) of this section in accordance with this subsection, and
shall certify the adjusted values to the assessor who will use these
values in preparing the assessnent roll as of January 1, 2002. For the
adj ustnent to be nmade on or before Decenber 31, 2001, for use in the
2002 assessnent year, the departnent shall:

(a) Divide the aggregate value of all tinber harvested within the
state between July 1, 1996, and June 30, 2001, by the aggregate harvest
vol une for the sane period, as determ ned fromthe harvester excise tax
returns filed with the departnent under RCW 84. 33.074; and

(b) Divide the aggregate value of all tinber harvested within the
state between July 1, 1995, and June 30, 2000, by the aggregate harvest
vol une for the sane period, as determ ned fromthe harvester excise tax
returns filed with the departnent under RCW 84. 33.074; and

(c) Adjust the forest |and values contained in subsection (2) of
this section by a percentage equal to one-half of the percentage change
in the average values of harvested tinber reflected by conparing the
resul tant val ues cal cul ated under (a) and (b) of this subsection.

(4) For the adjustnents to be made on or before Decenber 31, 2002,
and each succeeding year thereafter, the sane procedure described in
subsection (3) of this section shall be followed using harvester excise
tax returns filed under RCW 84. 33.074. However, this adjustnent shal
be made to the prior year's adjusted value, and the five-year periods
for calcul ating average harvested tinber values shall be successively
one year nore recent.

(5) Land graded, assessed, and valued as forest |and shall continue
to be so graded, assessed, and valued until renoval of designation by
t he assessor upon the occurrence of any of the foll ow ng:

(a) Receipt of notice fromthe owner to renove the designation

(b) Sale or transfer to an ownership nmaking the | and exenpt from ad
val orem t axati on;

(c) Sale or transfer of all or a portion of the land to a new
owner, unless the new owner has signed a notice of forest |and
desi gnation continuance, except transfer to an owner who is an heir or
devi see of a deceased owner, shall not, by itself, result in renoval of
desi gnation. The signed notice of continuance shall be attached to the
real estate excise tax affidavit provided for in RCW 82.45.150. The
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noti ce of continuance shall be on a form prepared by the departnent.
If the notice of continuance is not signed by the new owner and
attached to the real estate excise tax affidavit, all conpensating
t axes cal cul at ed under subsection (11) of this section shall becone due
and payable by the seller or transferor at tinme of sale. The auditor
shall not accept an instrunment of conveyance regarding designated
forest land for filing or recording unless the new owner has signed the
notice of continuance or the conpensating tax has been paid, as
evidenced by the real estate excise tax stanp affixed thereto by the
treasurer. The seller, transferor, or new owner nay appeal the new
assessed val uation cal cul ated under subsection (11) of this section to
the county board of equalization in accordance with the provisions of
RCW 84. 40.038. Jurisdiction is hereby conferred on the county board of
equal i zation to hear these appeals;

(d) Determ nation by the assessor, after giving the owner witten
notice and an opportunity to be heard, that:

(i) The land is no longer primarily devoted to and used for grow ng
and harvesting tinber. However, land shall not be renoved from
designation if a governnental agency, organization, or other recipient
identified in subsection (13) or (14) of this section as exenpt from
t he paynent of conpensating tax has manifested its intent in witing or
by other official action to acquire a property interest in the
desi gnated forest |and by neans of a transaction that qualifies for an
exenpti on under subsection (13) or (14) of this section. The
gover nment al agency, organization, or recipient shall annually provide
the assessor of the county in which the land is |ocated reasonable
evidence in witing of the intent to acquire the designated |and as
long as the intent continues or within sixty days of a request by the
assessor. The assessor may not request this evidence nore than once in
a cal endar year;

(1i) The owner has failed to conply with a final adm nistrative or
judicial order with respect to a violation of the restocking, forest
managenent, fire protection, insect and disease control, and forest
debris provisions of Title 76 RCWor any applicable rules under Title
76 RCW or

(i11) Restocking has not occurred to the extent or wwthin the tine
specified in the application for designation of such | and.
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(6) Land shall not be renoved from designation if there is a
governnental restriction that prohibits, in whole or in part, the owner
from harvesting tinber from the owner's designated forest |and. | f
only a portion of the parcel is inpacted by governnental restrictions
of this nature, the restrictions cannot be used as a basis to renove
the remai nder of the forest |and from designation under this chapter.
For the purposes of this section, "governnental restrictions" includes:
(a) Any law, regulation, rule, ordinance, program or other action
adopted or taken by a federal, state, county, city, or other
governnental entity; or (b) the land's zoning or its presence within an
urban growt h area desi gnated under RCW 36. 70A. 110.

(7) The assessor shall have the option of requiring an owner of
forest land to file a tinber managenent plan with the assessor upon the
occurrence of one of the follow ng:

(a) An application for designation as forest land is submtted; or

(b) Designated forest land is sold or transferred and a notice of
continuance, described in subsection (5)(c) of this section, is signed.

(8 If land is renoved from designation because of any of the
circunstances |isted in subsection (5)(a) through (c) of this section,
the renoval shall apply only to the land affected. If land is renoved
from designati on because of subsection (5)(d) of this section, the
renoval shall apply only to the actual area of |land that is no | onger
primarily devoted to the growing and harvesting of tinber, wthout
regard to any other |and that may have been included in the application
and approved for designation, as long as the remaining designated
forest land neets the definition of forest land contained in RCW
84. 33. 035.

(9) Wthin thirty days after the renoval of designation as forest
| and, the assessor shall notify the owner in witing, setting forth the
reasons for the renmoval. The seller, transferor, or owner nmay appea
the renoval to the county board of equalization in accordance with the
provi si ons of RCW 84. 40. 038.

(10) Unless the renoval is reversed on appeal a copy of the notice
of renmoval wth a notation of the action, if any, upon appeal, together
with the legal description or assessor's parcel nunbers for the |and

renmoved from designation shall, at the expense of the applicant, be
filed by the assessor in the same manner as deeds are recorded and a
notation of renoval from designation shall immedi ately be made upon the
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assessnment and tax rolls. The assessor shall revalue the land to be
renmoved with reference to its true and fair value as of January 1st of
the year of renoval from designation. Both the assessed val ue before
and after the renoval of designation shall be listed. Taxes based on
the value of the land as forest |and shall be assessed and payabl e up
until the date of renoval and taxes based on the true and fair val ue of
the land shall be assessed and payable from the date of renoval from
desi gnation

(11) Except as provided in subsection (5)(c), (13), or (14) of this
section, a conpensating tax shall be inposed on |and renpoved from
designation as forest |and. The conpensating tax shall be due and
payable to the treasurer thirty days after the owner is notified of the
anount of this tax. As soon as possible after the land is renoved from
desi gnation, the assessor shall conpute the anobunt of conpensating tax
and mail a notice to the owner of the ampbunt of conpensating tax owed
and the date on which paynent of this tax is due. The anount of
conpensating tax shall be equal to the difference between the anount of
tax last levied on the land as designated forest |and and an anobunt
equal to the new assessed value of the land nultiplied by the dollar
rate of the last |levy extended against the land, multiplied by a
nunber, in no event greater than nine, equal to the nunber of years for
whi ch the | and was designated as forest |and, plus conpensating taxes
on the land at forest |and values up until the date of renoval and the
prorated taxes on the land at true and fair value from the date of
renoval to the end of the current tax year.

(12) Conpensating tax, together with applicable interest thereon,
shal |l becone a lien on the |l and which shall attach at the tine the | and
I's renoved from designation as forest |l and and shall have priority to

and shall be fully paid and satisfied before any recognizance,
nortgage, judgnent, debt, obligation, or responsibility to or wth
which the land nay becone charged or |iable. The lien my be

forecl osed upon expiration of the same period after delinquency and in
the sanme manner provided by |aw for foreclosure of Iiens for delinquent
real property taxes as provided in RCW84.64.050. Any conpensating tax
unpaid on its due date shall thereupon becone delinquent. From t he
date of delinquency until paid, interest shall be charged at the sane
rate applied by law to delinquent ad val orem property taxes.
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(13) The conpensating tax specified in subsection (11) of this
section shall not be inposed if the renoval of designation under
subsection (5) of this section resulted solely from

(a) Transfer to a government entity in exchange for other forest
| and | ocated within the state of \Washi ngton;

(b) A taking through the exercise of the power of em nent donain,
or sale or transfer to an entity having the power of em nent domain in
anticipation of the exercise of such power;

(c) A donation of fee title, developnent rights, or the right to
harvest tinber, to a governnment agency or organi zation qualified under
RCW 84.34.210 and 64.04.130 for the purposes enunerated in those
sections, or the sale or transfer of fee title to a governnental entity
or a nonprofit nature conservancy corporation, as defined in RCW
64.04. 130, exclusively for the protection and conservation of |ands
recommended for state natural area preserve purposes by the natura
heritage council and natural heritage plan as defined in chapter 79.70
RCW or approved for state natural resources conservation area purposes
as defined in chapter 79.71 RCW At such tine as the land is not used
for the purposes enunerated, the conpensating tax specified in
subsection (11) of this section shall be inposed upon the current
owner ;

(d) The sale or transfer of fee title to the parks and recreation
comm ssion for park and recreation purposes;

(e) Oficial action by an agency of the state of Washi ngton or by
the county or city within which the land is |located that disallows the
present use of the |and;

(f) The creation, sale, or transfer of forestry riparian easenents
under RCW 76. 13. 120;

(g0 The creation, sale, or transfer of a fee interest or a
conservation easenent for the riparian open space program under RCW
76. 09. 040; or

(h) The sale or transfer of land within two years after the death
of the owner of at least a fifty percent interest in the land if the
| and has been assessed and val ued as classified forest |and, designated
as forest land under this chapter, or classified under chapter 84.34
RCW continuously since 1993. The date of death shown on a death
certificate is the date used for the purposes of this subsection
(13) (h) ((—eF
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(14) In a county with a population of nore than one mllion
i nhabi tants, the conpensating tax specified in subsection (11) of this
section shall not be inposed if the renoval of designation as forest
| and under subsection (5) of this section resulted solely from

(a) An action described in subsection (13) of this section; or

(b) Atransfer of a property interest to a governnent entity, or to
a nonprofit historic preservation corporation or nonprofit nature
conservancy corporation, as defined in RCW 64.04.130, to protect or
enhance public resources, or to preserve, nmmintain, inprove, restore,
limt the future use of, or otherwise to conserve for public use or
enjoynent, the property interest being transferred. At such tine as
the property interest is not used for the purposes enunerated, the
conpensating tax shall be inposed upon the current owner.

Sec. 1403. RCW 84.34.108 and 2003 ¢ 170 s 6 are each amended to
read as foll ows:

(1) Wien land has once been classified under this chapter, a
notation of the classification shall be nade each year upon the
assessnment and tax rolls and the |land shall be valued pursuant to RCW
84.34.060 or 84.34.065 until renoval of all or a portion of the
classification by the assessor upon occurrence of any of the foll ow ng:

(a) Receipt of notice fromthe owner to renove all or a portion of
the classification;

(b) Sale or transfer to an ownership, except a transfer that
resulted from a default in |loan paynents nmade to or secured by a
governnental agency that intends to or is required by |aw or regul ation
to resell the property for the sane use as before, neking all or a
portion of the land exenpt fromad val orem taxation;
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(c) Sale or transfer of all or a portion of the land to a new
owner, unless the new owner has signed a notice of classification
conti nuance, except transfer to an owner who is an heir or devisee of

a deceased owner shall not, by itself, result in renoval of
classification. The notice of continuance shall be on a form prepared
by the departnent. |If the notice of continuance is not signed by the

new owner and attached to the real estate excise tax affidavit, al
addi tional taxes cal cul ated pursuant to subsection (4) of this section
shal | becone due and payable by the seller or transferor at tine of
sal e. The auditor shall not accept an instrunent of conveyance
regarding classified land for filing or recording unless the new owner
has signed the notice of continuance or the additional tax has been
paid, as evidenced by the real estate excise tax stanp affixed thereto
by the treasurer. The seller, transferor, or new owner may appeal the
new assessed val uation cal cul ated under subsection (4) of this section
to the county board of equalization in accordance with the provisions
of RCW 84.40.038. Jurisdiction is hereby conferred on the county board
of equalization to hear these appeals;

(d) Determ nation by the assessor, after giving the owner witten
notice and an opportunity to be heard, that all or a portion of the
land no longer neets the criteria for classification under this
chapter. The criteria for classification pursuant to this chapter
continue to apply after classification has been granted.

The granting authority, upon request of an assessor, shall provide
reasonabl e assi stance to the assessor in naking a determ nation whet her
the land continues to neet the qualifications of RCW84.34.020 (1) or
(3). The assistance shall be provided wwthin thirty days of receipt of
the request.

(2) Land may not be renoved fromcl assification because of:

(a) The creation, sale, or transfer of forestry riparian easenents
under RCW 76. 13. 120; or

(b) The <creation, sale, or transfer of a fee interest or a
conservation easenent for the riparian open space program under RCW
76. 09. 040.

(3) Wthin thirty days after such renoval of all or a portion of
the land fromcurrent use classification, the assessor shall notify the
owner in witing, setting forth the reasons for the renoval. The
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seller, transferor, or owner nay appeal the renoval to the county board
of equalization in accordance with the provisions of RCW84. 40. 038.

(4) Unless the renoval is reversed on appeal, the assessor shal
revalue the affected land with reference to its true and fair val ue on
January 1st of the year of renoval from classification. Both the
assessed val uation before and after the renoval of classification shal
be listed and taxes shall be allocated according to that part of the
year to which each assessed valuation applies. Except as provided in
subsection (6) of this section, an additional tax, applicable interest,
and penalty shall be inposed which shall be due and payable to the
treasurer thirty days after the owner is notified of the anmount of the
additional tax. As soon as possible, the assessor shall conpute the
anount of additional tax, applicable interest, and penalty and the
treasurer shall mail notice to the owner of the anount thereof and the
date on which paynent is due. The amount of the additional tax,
applicable interest, and penalty shall be determ ned as foll ows:

(a) The ampunt of additional tax shall be equal to the difference
between the property tax paid as "open space land((*))," "farm and
agricultural land((%)),"™ or "tinmber land" and the anount of property
tax otherw se due and payable for the seven years |ast past had the
| and not been so cl assified;

(b) The amount of applicable interest shall be equal to the
interest upon the amounts of the additional tax paid at the sane
statutory rate charged on delinquent property taxes fromthe dates on
whi ch the additional tax could have been paid w thout penalty if the
| and had been assessed at a value without regard to this chapter;

(c) The ampbunt of the penalty shall be as provided in RCW
84.34.080. The penalty shall not be inposed if the renoval satisfies
the conditions of RCW 84. 34. 070.

(5) Additional tax, applicable interest, and penalty, shall becone
a lien on the | and which shall attach at the tinme the land is renobved
fromclassification under this chapter and shall have priority to and
shall be fully paid and satisfied before any recogni zance, nortgage,
judgnent, debt, obligation or responsibility to or with which the | and
may beconme charged or |iable. This lien may be foreclosed upon
expiration of the same period after delinquency and in the sanme manner
provided by |law for foreclosure of liens for delinquent real property
taxes as provided in RCW 84.64.050 ((nrew—er—as—hereafter—anended)).
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Any additional tax unpaid on its due date shall thereupon becone
delinquent. Fromthe date of delinquency until paid, interest shall be
charged at the sanme rate applied by law to delinquent ad val orem
property taxes.

(6) The additional tax, applicable interest, and penalty specified
in subsection (4) of this section shall not be inposed if the renoval
of classification pursuant to subsection (1) of this section resulted
solely from

(a) Transfer to a governnent entity in exchange for other |and
| ocated within the state of WAshington;

(b)(i) A taking through the exercise of the power of em nent
domain, or (ii) sale or transfer to an entity having the power of
em nent domain in anticipation of the exercise of such power, said
entity having manifested its intent in witing or by other official
action;

(c) A natural disaster such as a flood, w ndstorm earthquake, or
ot her such calamty rather than by virtue of the act of the | andowner
changi ng the use of the property;

(d) Oficial action by an agency of the state of Washi ngton or by
the county or city within which the land is |ocated which disallows the
present use of the |and;

(e) Transfer of land to a church when the |land would qualify for
exenption pursuant to RCW 84. 36. 020;

(f) Acquisition of property interests by state agencies or agencies
or organi zations qualified under RCW 84.34.210 and 64.04.130 for the
pur poses enunerated in those sections. At such tine as these property
interests are not used for the purposes enunerated in RCW84.34.210 and
64.04.130 the additional tax specified in subsection (4) of this
section shall be inposed;

(g) Renoval of land classified as farmand agricul tural |and under
RCW 84. 34. 020(2) (e);

(h) Renoval of land from classification after enactnent of a
statutory exenption that qualifies the | and for exenption and recei pt
of notice fromthe ower to renove the |and fromcl assification;

(1) The creation, sale, or transfer of forestry riparian easenents
under RCW 76. 13. 120;

(j) The creation, sale, or transfer of a fee interest or a
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conservation easenent for the riparian open space program under RCW
76. 09. 040; or

(k) The sale or transfer of land within two years after the death
of the owner of at least a fifty percent interest in the land if the
| and has been assessed and val ued as classified forest |and, designated
as forest |and under chapter 84.33 RCW or classified under this
chapter continuously since 1993. The date of death shown on a death
certificate is the date used for the purposes of this subsection
(6) (k) ((—eF

Sec. 1404. RCW 84.36.815 and 2001 c 126 s 4 are each anmended to
read as foll ows:

In order to qualify for exenpt status for any real or persona
property under this chapter except personal property under RCW
84. 36. 600, al | foreign nat i onal gover nnent s; ceneteries;
nongover nnent al nonprofit cor por ati ons, or gani zati ons, and
associ ations; hospitals owned and operated by a public hospital
district for purposes of exenption under RCW 84. 36.040(2); and soil and
wat er conservation districts shall file an initial application on or
before March 31st with the state departnent of revenue. Al |
applications shall be filed on fornms prescribed by the departnent and
shal |l be signed by an authorized agent of the applicant.

In order to requalify for exenpt status, all applicants except
nonprofit ceneteries shall file an annual renewal declaration on or
before March 31st each year. The renewal declaration shall be on forns

prescribed by the departnent of revenue and shall contain ((ar
affHdavit)) a statenent certifying the exenpt status of the real or
personal property owned by the exenpt organization. When an

organi zation acquires real property qualified for exenption or converts
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real property to exenpt status, ((sueh)) the organization shall file an
initial application for the property within sixty days follow ng the
acqui sition or conversion. If the application is filed after the
expiration of the sixty-day period a late filing penalty shall be
i nposed ((pursdant—toe)) under RCW 84. 36. 825( (—as—how—or—hereafter
anmended) ) .

When organi zations acquire real property qualified for exenption or
convert real property to an exenpt use, the property, upon approval of
the application for exenption, is entitled to a property tax exenption
for property taxes due and payable the follow ng year. | f the owner
has paid taxes for the year follow ng the year the property qualified
for exenption, the owner is entitled to a refund of the anpbunt paid on
the property so acquired or converted.

Sec. 1405. RCW 84.36.830 and 1998 ¢ 310 s 1 are each anmended to
read as foll ows:

The departnent of revenue shall review each application for
exenption and make a determ nation thereon prior to August 1st of the
assessnent year for which such application is nmade((+—PROADED—Fhat-

each)). However, exenption applications received after March 31st
shall be reviewed and a determ nation nade thereon within thirty days
of the date received or by August 1st, whichever is later. The

departnment of revenue may request ((sueh)) additional relevant
information as it deens necessary. The departnent of revenue ((shatH-
make—a—phystcal—tnspeetion—of)) nay physically inspect the property and
satisfy itself as to the use of all parcels prior to approving or
denying the application, and thereafter at regular intervals designed
to insure conpliance with this chapter. Wen the departnent of revenue
has exam ned the application and the subject property, it shall either
approve or deny the request and clearly state the reasons for denial in

witten notification by mail to the applicant. The departnent shal
also notify the assessor of the county in which the property is
| ocat ed. The county assessor shall place such property on the

assessnent roll for the current year.
Sec. 1406. RCW 84.39.020 and 2005 ¢ 253 s 2 are each anended to

read as foll ows:
(1) Each claimant applying for assistance under RCW 84. 39. 010 shal |
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file a claim wth the departnment, on forns prescribed by the
departnment, no later than thirty days before the tax is due. The
departnment may waive this requirenent for good cause shown. The
departnent shall supply forns to the county assessor to allow persons
to apply for the programat the county assessor's office.

(2) The claimshall designate the property to which the assistance
applies and shall include a statenent setting forth (a) a list of all
menbers of the claimant's household, (b) facts establishing the
eligibility under this section, and (c) any other relevant information
required by the rules of the departnent. Each copy shall be signed by
the claimant subject to the penalties as provided in chapter 9A. 72 RCW
for false swearing. The first claim shall include proof of the
claimant's age acceptable to the departnent.

(3) The follow ng docunentation shall be filed with a claimal ong
with any other docunentation required by the departnent:

(a) The deceased veteran's DD 214 report of separation, or its
equi val ent, that nust be under honorabl e conditions;

(b) A copy of the applicant's certificate of marriage to the
deceased;

(c) A copy of the deceased veteran's death certificate; and

(d) A letter from the United States veterans' admnistration
certifying that the death of the veteran neets the requirenents of RCW
84.39.010(2).

The departnent of veterans affairs shall assist an eligible w dow
or widower in the preparation and subm ssion of an application and the
procurenent of necessary substantiating docunentation.

(4) The departnent shall determne if each claimant is eligible
each year. Any applicant aggrieved by the departnent's denial of
assistance or the ampunt of the assistance granted may petition the
state board of tax appeals to review the denial and the board shal
consider any appeals to determne (a) if the claimant is entitled to
assi stance and (b) the anmount or portion thereof. Appeals from a
departnment of revenue decision nust be nmade within thirty days after
the mailing of the approval or denial.

Sec. 1407. RCW 84.52.010 and 2005 ¢ 122 s 2 are each anended to
read as fol |l ows:
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Except as is permtted under RCW 84.55.050, all taxes shall be
| evied or voted in specific anounts.

The rate percent of all taxes for state and county purposes, and
purposes of taxing districts coextensive with the county, shall be
determ ned, calculated, and fixed by the county assessors of the
respective counties, within the limtations provided by |aw, upon the
assessed valuation of the property of the county, as shown by the
conpleted tax rolls of the county, and the rate percent of all taxes
|l evied for purposes of taxing districts within any county shall be
determ ned, calculated, and fixed by the county assessors of the
respective counties, within the limtations provided by |aw, upon the
assessed valuation of the property of the taxing districts
respectively.

When a county assessor finds that the aggregate rate of tax |evy on
any property, that is subject to the limtations set forth in RCW
84.52.043 or 84.52.050, exceeds the limtations provided in either of
these sections, the assessor shall reconpute and establish a
consolidated levy in the follow ng manner:

(1) The full certified rates of tax levy for state, county, county
road district, and city or town purposes shall be extended on the tax
rolls in amounts not exceeding the limtations established by [|aw
however any state |evy shall take precedence over all other |evies and
shall not be reduced for any purpose other than that required by RCW
84. 55. 010. If, as a result of the levies inposed under RCW

((

84 52120—and84-52-105)) 36.54.130, 84.34.230, 84.52.069, 84.52.105,
the portion of the levy by a netropolitan park district that was
protected under RCW 84.52.120, 84.52.125, and 84.52. 135, the conbi ned
rate of regular property tax levies that are subject to the one percent
l[imtation exceeds one percent of the true and fair value of any
property, then these levies shall be reduced as follows:

(a) The portion of the levy by a fire protection district that is
protected under RCW 84.52. 125 shall be reduced until the conbined rate
no |onger exceeds one percent of the true and fair value of any
property or shall be elimnated,

(b) If the conbined rate of regular property tax levies that are
subject to the one percent limtation still exceeds one percent of the
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true and fair value of any property, the levy inposed by a county under
RCW 84. 52. 135 nust be reduced until the conbined rate no | onger exceeds
one percent of the true and fair value of any property or nust be
el i m nat ed;

(c) If the conbined rate of regular property tax levies that are
subject to the one percent limtation still exceeds one percent of the
true and fair value of any property, the levy inposed by a ferry
di strict under RCW 36.54. 130 nust be reduced until the conbined rate no
| onger exceeds one percent of the true and fair value of any property
or nmust be elim nated;

(d) If the conbined rate of regular property tax levies that are
subject to the one percent limtation still exceeds one percent of the
true and fair value of any property, the portion of the levy by a
metropolitan park district that is protected under RCW 84.52. 120 shal
be reduced until the conbined rate no | onger exceeds one percent of the
true and fair value of any property or shall be elimnated,

(e) If the conbined rate of regular property tax levies that are
subject to the one percent limtation still exceeds one percent of the
true and fair value of any property, then the | evies inposed under RCW
84.34.230, 84.52.105, and any portion of the levy inposed under RCW
84.52.069 that is in excess of thirty cents per thousand dollars of
assessed val ue, shall be reduced on a pro rata basis until the conbi ned
rate no | onger exceeds one percent of the true and fair value of any
property or shall be elimnated; and

(f) If the conbined rate of regular property tax levies that are
subject to the one percent limtation still exceeds one percent of the
true and fair value of any property, then the thirty cents per thousand
dol lars of assessed value of tax |levy inposed under RCW 84.52. 069 shal
be reduced until the conbined rate no | onger exceeds one percent of the
true and fair value of any property or elimnated.

(2) The certified rates of tax levy subject to these Iimtations by
all junior taxing districts inposing taxes on such property shall be
reduced or elimnated as follows to bring the consolidated |evy of
taxes on such property within the provisions of these limtations:

(a) First, the certified property tax levy rates of those junior
taxing districts authorized under RCW 36. 68. 525, 36.69. 145, 35. 95A. 100,
and 67.38. 130 shall be reduced on a pro rata basis or elimnated,
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(b) Second, if the consolidated tax levy rate still exceeds these
limtations, the certified property tax levy rates of flood control
zone districts shall be reduced on a pro rata basis or elimnated;

(c) Third, if the consolidated tax levy rate still exceeds these
limtations, the certified property tax levy rates of all other junior
taxing districts, other than fire protection districts, regional fire
protection service authorities, library districts, the first fifty cent
per thousand dollars of assessed valuation |levies for netropolitan park
districts, and the first fifty cent per thousand dollars of assessed
valuation levies for public hospital districts, shall be reduced on a
pro rata basis or elimnated,

(d) Fourth, if the consolidated tax levy rate still exceeds these
limtations, the first fifty cent per thousand dollars of assessed
valuation levies for netropolitan park districts created on or after
January 1, 2002, shall be reduced on a pro rata basis or elimnated,

(e) Fifth, if the consolidated tax levy rate still exceeds these
limtations, the certified property tax levy rates authorized to
( (regional—fi+re—protection—service—authorities—unrderROAN5226340(1)-
b)—and—{e)r—and)) fire protection districts under RCW 52.16.140 and
52.16.160 and regional fire protection service authorities under RCW
52.26.140(1) (b) and (c) shall be reduced on a pro rata basis or
el i m nat ed; and

(f) Sixth, if the consolidated tax levy rate still exceeds these
l[imtations, the certified property tax |levy rates authorized for fire
protection districts under RCW 52.16.130, regional fire protection
service authorities wunder RCW 52.26.140(1)(a), ((H+re—protection
di-strets—under—ROWN52-16-130)) library districts, netropolitan park
districts created before January 1, 2002, under their first fifty cent
per thousand dollars of assessed valuation |levy, and public hospita
districts under their first fifty cent per thousand dollars of assessed
val uation levy, shall be reduced on a pro rata basis or elimnated.

Sec. 1408. RCW 84.52.020 and 2005 ¢ 52 s 1 are each anended to
read as foll ows:

It shall be the duty of the city council or other governing body of
every city, other than a city having a population of three hundred
t housand or nore, the board of directors of school districts of the
first class, the superintendent of each educational service district
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for each constituent second class school district, comm ssioners of
port districts, comm ssioners of netropolitan park districts, and of
all officials or boards of taxing districts within or coextensive with
any county required by law to certify to the county legislative
authority, for the purpose of levying district taxes, budgets or
estimates of the amounts to be raised by taxation on the assessed
val uation of the property in the city or district, through their chair
and clerk, or secretary, to make and file such certified budget or
estimates wth the clerk of the county |egislative authority on or
before the thirtieth day of Novenber. However, if a statute specifies
a date other than the thirtieth day of Novenber by which a taxing
district is required to file such information with the clerk of the
county legislative authority, the budget or estinmates of the anpunts to
be raised by taxation in the district shall be filed with the clerk on
or before the date in that statute, rather than the thirtieth of
Novenber as provided in this section.

Sec. 1409. RCW 84.52.054 and 1986 c 133 s 2 are each anmended to
read as foll ows:

The additional tax provided for in ((subparagraph—(a)—efthe
seventeenth—arendrent—toe)) Article VII, section 2 of the state
Constitution (( : st g
and specifically authorized by RCW 84.52.052, ((as—new—eor—hereafter
arended—and—RCEW ) 84.52.053 ((and)), 84.52.0531, and 84.52.130, shal
be set forth in terns of dollars on the ballot of the proposition to be
submtted to the voters, together with an estimte of the dollar rate
of tax levy that will be required to produce the dollar anmount; and the
county assessor, in spreading this tax upon the rolls, shall determ ne
the eventual dollar rate required to produce the anmount of dollars so
voted upon, regardless of the estimte of dollar rate of tax |evy
carried in said proposition. 1In the case of a school district or fire
protection district proposition for a particular period, the dollar
anount and the corresponding estimate of the dollar rate of tax |evy
shall be set forth for each of the years in that period. The dollar
anmount for each annual levy in the particular period may be equal or in
di fferent anounts.
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Sec. 1410. RCW 84.52.070 and 1994 c 81 s 86 are each amended to
read as foll ows:

It shall be the duty of the county |egislative authority of each
county, on or before the ((thi+rt+eth)) fifth day of ((Nevenber))
Decenber in each year, to certify to the county assessor of the county
t he anbunt of taxes |levied upon the property in the county for county
pur poses, and the respective anounts of taxes levied by the board for
each taxing district, wthin or coextensive wth the county, for
di strict purposes, and it shall be the duty of the council of each city
having a population of three hundred thousand or nore, and of the
council of each town, and of all officials or boards of taxing
districts within or coextensive with the county, authorized by law to
| evy taxes directly and not through the county | egislative authority,
on or before the ((thirt+eth)) fifth day of ((Nevenber)) Decenber in
each year, to certify to the county assessor of the county the anount
of taxes levied upon the property within the city, town, or district
for city, town, or district purposes. However, the certification
required under this section shall be delayed if a statute specifies a
date other than the fifth day of Decenber by which a taxing district is
required to file a budget or estinmates of the anmounts to be raised by
taxation in accordance with RCW 84.52. 020. If a levy amount is not
certified to the county assessor by the ((t+hirtieth)) fifth day of
((Neverber)) Decenber or any other date statutorily specified, the
county assessor shall use no nore than the certified |evy anmount for
the previous year for the taxing district: PROVI DED, That this shal
not apply to the state levy or when the assessor has not certified
assessed values as required by RCW 84.48.130 at |east twelve working
days prior to ((Nevenber—306th)) Decenber 5th.

NEW SECTI ON. Sec. 1411. The follow ng acts or parts of acts are
each repeal ed:

(1) RCW84.55.012 (Reduction of property tax levy--Setting anount
of future levies) and 1997 ¢ 2 s 1 & 1995 2nd sp.s. ¢ 13 s 2; and

(2) RCW84.55.0121 (Reduction of property tax levy for collection
in 1998) and 1997 ¢ 3 s 301.

PART XV
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B&O TAX DEDUCTI ON FOR CERTAIN FUEL DI STRI BUTORS

NEW SECTI ON. Sec. 1501. A new section is added to chapter 82.04
RCWto read as foll ows:

(1) In conmputing tax, there may be deducted fromthe neasure of tax
anounts derived from whol esal e sal es of:

(a) Motor vehicle fuel by a notor vehicle fuel distributor to
anot her notor vehicle fuel distributor, but only if the buyer purchases
a cumul ative total of no nore than ten mllion gallons of notor vehicle
fuel from the person claimng the deduction during the cal endar year
for which the deduction is clainmed; and

(b) Special fuel by a special fuel distributor to another speci al
fuel distributor, but only if the buyer purchases a cunul ative total of
no nore than ten mllion gallons of special fuel from the person
claimng the deduction during the cal endar year for which the deduction
i s clained.

(2) This section does not apply to:

(a) A notor vehicle fuel distributor that is also a notor vehicle
fuel supplier, refiner, or termnal operator; and

(b) A special fuel distributor that is also a special fuel
supplier, refiner, or term nal operator.

(3) The definitions in RCW 82.36.010 and 82.38.020 apply to this
section.

PART XVI
TAX DEFERRALS FOR | NVESTMENT PRQIECTS | N QUALI FI ED ACTI VI TI ES

NEW SECTION. Sec. 1601. (1) The legislature finds that the
state's retail sales tax on construction di scourages capital investnent
by new and existing WAshi ngton businesses. Wthout relief from the
state's retail sales tax on construction, Wshington businesses in
certain sectors and areas will be adversely inpacted. The |egislature
recogni zes the inportance of such businesses for enploynent and
econom ¢ devel opnent in WAshi ngton state.

(2) I'n 1985 and 2004, the |legislature found that there were several
areas in the state that are characterized by very high levels of
unenpl oynment and poverty. The |egislature further found that economc
stagnation was the primary cause of this high unenploynent rate and
poverty. The legislature reaffirns that policies providing tax
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incentives for manufacturing and research and devel opnent busi nesses in
these distressed areas are essential to pronote econom ¢ stinulation,
econom ¢ growt h, and new enpl oynent opportunities in these distressed
ar eas.

(3) In 1994 and 2004, the legislature found that high-wage,
hi gh-skilled jobs were vital to the economc health of the state's
citizens. The legislature reaffirns that high-technol ogy businesses
are a vital and growi ng source of high-wage, high-skilled jobs in this
state, and that the high-technol ogy sector is a key conponent of the
state's effort to encourage econom c diversification. The |legislature
found that many high-technol ogy businesses incur significant costs
associated wth research and devel opnent and pilot scal e manufacturing
many years before a marketable product can be produced, and that
current state tax policy discourages the growh of these conpani es by
taxing them long before they becone profitable. The | egislature
reaffirnms that stinulating growh of high-technol ogy businesses early
in their devel opnment cycle, when they are turning ideas into marketable
products, will build upon the state's established hi gh-technol ogy base,
creating additional research and developnent |jobs and subsequent
manufacturing facilities.

(4) In 2005, the legislature found that the fruit and vegetable
processing industry was inportant to the Washi ngton state econony. The
| egislature further found that businesses engaged in fruit and
veget abl e processing are often located in areas in need of economc
stinmulation and new enploynment opportunities. The | egislature
reaffirns that state policies providing tax incentives for economc
gromh in the fruit and vegetabl e processing industry are essential.

(5) For these reasons, the legislature established tax incentive
prograns to defer retail sales and use tax on investnents in buildings
and machi nery and equi pnment used by the businesses in this section. To
further encourage investnents, the |egislature subsequently nodified
the deferral programs to authorize the waiver of the deferred sales and
use tax if the business fulfilled certain requirenents, to recapture
the deferred sales and use tax if the business failed to neet those
requi renents, and to clarify definitions. These subsequent
nodi fications to the deferral prograns have led to inconsistencies
bet ween prograns that confuse taxpayers and conplicate adm nistration
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Therefore, the legislature declares that these prograns nust be
consolidated and sinplified to ensure that taxpayers receive consi stent
treatnent and benefits under these tax deferral prograns.

(6) The legislature further declares that tax incentives should be
subject to the same rigorous requirenents for efficiency and
accountability as are other expenditure progranms, and that tax
i ncentives should therefore be focused to provide the greatest possible
return on the state's investnent.

NEW SECTION. Sec. 1602. The definitions in this section apply
t hroughout this chapter unless the context clearly requires otherw se.

(1) "Applicant" nmeans a person applying for a tax deferral under
this chapter.

(2) "Departnment” means the departnent of revenue.

(3)(a) "Eligible investnent project” neans an investnent project
used in qualified activities.

(i) The lessor or owner of a qualified building is not eligible for
a deferral unless the underlying ownership of the buildings, machinery,
and equi pment vests exclusively in the sane person; or

(1i1)(A) The lessee that receives the economc benefit of the
deferral agrees in witing with the departnent to file the conplete
annual survey under section 1605 of this act; and

(B) The econom c benefit of the deferral is passed to the | essee,
is no less than the anmount of tax deferred by the lessor, and is
evidenced by any type of paynent, credit, or any other financial
arrangenent between the | essor or owner of the qualified building and
t he | essee.

(b) "Eligible investnent project” does not include: (1) Any
portion of an investnent project undertaken by a light and power
busi ness as defined in RCW82.16.010(5), other than that portion of a
cogeneration project that is used to generate power for consunption
within the manufacturing site of which the cogeneration project is an
integral part; or (ii) investnent projects to replace qualified
machi nery and equi pnent that have already received deferrals under this
chapter or chapters 82.60, 82.63, or 82.74 RCW

(4)(a) "Initiation of construction” neans the date that a building
permt is issued under the building code adopted under RCW 19.27.031
for:
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(1) Construction of the qualified building, if the underlying
ownership of the building vests exclusively with the person receiving
the econom c benefit of the deferral;

(1i) Construction of the qualified building, if the economc
benefits of the deferral are passed to a lessee as provided in
subsection (3)(a)(ii)(B) of this section; or

(iii1) Tenant inprovenents for a qualified building, if the economc
benefits of the deferral are passed to a lessee as provided in
subsection (3)(a)(ii)(B) of this section.

(b) "Initiation of construction” does not include soil testing,
site clearing and grading, site preparation, or any other related
activities that are initiated before the issuance of a building permt
for the construction of the foundation of the building.

(c) If the investnent project includes nore than one qualified
building, initiation of construction applies separately to each
qual i fied buil ding.

(5) "Investnent project” neans an investnent in qualified buildings

or qualified machinery and equipnent, including |abor and services
rendered in the planning, installation, and construction of the
proj ect .

(6) "Operationally conplete" neans that the investnent project is
capable of being used for its intended purpose as described in the
appl i cation.

(7) "Person" has the neaning given in RCW 82.04. 030. For the
purpose of the qualified activities of high-technology research and
devel opnent as defined in subsection (8)(b) of this section, "person”
al so includes state universities as defined in RCW 28B. 10. 016.

(8) "Qualified activities" neans the activities described in (a),
(b), and (c) of this subsection only.

(a)(i) "Qualified activities" includes manufacturing or research
and devel opnent in an eligible area.

(ii) For purposes of (a) of this subsection, the follow ng
definitions apply:

(A) "Eligible area" nmeans a rural county as defined in RCW
82. 14. 370. "Eligible area" also neans a designated comunity
enpower nent zone approved under RCW 43. 31C 020 or a county contai ni ng
a community enpowernent zone, if, in addition to all other provisions
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and requirenments of this chapter, the applicant establishes that at the
time the project is operationally conplete:

(I') The applicant will hire at |east one qualified enploynent
position for each seven hundred fifty thousand dollars of investnent
for which a deferral is requested;

(I'1) The positions wll be filled by persons who at the tine of
hire are residents of the community enpowernent zone. As used in this
subsection (8)(a)(ii)(A), "resident" nmeans the person nmakes his or her
home in the community enpowernent zone. A mailing address alone is
insufficient to establish that a person is a resident for the purposes
of this subsection (8)(a)(ii)(A). The persons nust be hired after the
date the application is filed with the departnent; and

(I'11) The qualified enploynent position nust be filled by the end
of the calendar year followwng the year in which the project is
certified as operationally conplete. If a person does not neet the
requi renents for qualified enploynent positions by the end of the
second calendar year followwng the year in which the project is
certified as operationally conplete, all deferred taxes are i medi ately
due. The departnment shall assess interest, but not penalties, on
anounts due under this subsection (8)(a)(ii)(A). The interest shall be
assessed at the rate provided for delinquent taxes under chapter 82.32
RCW retroactively to the date of deferral, and shall accrue until the
deferred taxes due are repaid.

(B) "Manufacturing” neans the sanme as defined in RCW 82.04.120.
"Manuf acturing" also includes conputer programm ng, the production of
conputer software, and other conputer-related services, and the
activities performed by research and devel opnent |aboratories and
commercial testing |aboratories.

(© "Research and devel opnent” neans the devel opnent, refinenent,
testing, marketing, and commercialization of a product, service, or
process before comrercial sal es have begun. As used in this subsection
(8)(a)(ii)(C, "comrercial sales" excludes sales of prototypes or sales
for market testing if the total gross receipts fromsuch sales of the
product, service, or process do not exceed one mllion dollars.

(D) "Qualified enploynent position" neans a permanent full-tine
enpl oyee enployed in the eligible investnent project during the entire
tax year. The term"entire tax year" means a full-tinme position that
is filled for a period of twelve consecutive nonths. The term
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"full-time" nmeans at least thirty-five hours a week, four hundred
fifty-five hours a quarter, or one thousand eight hundred twenty hours
a year.

(b)(i) "Qualified activities" includes high-technol ogy research and
devel opnent and pil ot scal e manufacturing.

(ii) For purposes of (b) of this subsection, the follow ng
definitions apply:

(A) "Research and developnent” neans activities perfornmed to
di scover technological information, and technical and nonroutine
activities concerned with translating technological information into
new or inproved products, processes, techniques, fornulas, inventions,
or software. The term includes exploration of a new use for an
exi sting drug, device, or biological product if the new use requires
separate licensing by the federal food and drug adm nistration under
chapter 21, C F. R, as anended. The term does not include adaptation
or duplication of existing products where the products are not
substantially inproved by application of the technol ogy, nor does the
term include surveys and studies, social science and humanities
research, market research or testing, quality control, sale pronotion
and service, conmputer software devel oped for internal use, and research
in areas such as inproved style, taste, and seasonal design.

(B) "H gh technol ogy" neans technology in the fields of advanced
conputi ng, advanced nmaterials, bi ot echnol ogy, el ectronic device
t echnol ogy, and environnmental technol ogy.

(© "Advanced conputing” nmeans technol ogi es used in the designing
and developing of conputing hardware and software, i ncl udi ng
i nnovations in designing the full spectrum of hardware from hand-hel d
cal cul ators to super conputers, and peripheral equipnent.

(D) "Advanced materials" neans materials with engi neered properties
created through the devel opnent of specialized processing and synthesis
technol ogy, including ceramcs, high value-added netals, electronic
materials, conposites, polyners, and bionmaterials.

(E) "Biotechnol ogy" neans the application of technol ogies, such as
reconbi nant DNA techni ques, biochemstry, nolecular and cellular
bi ol ogy, genetics and genetic engi neering, cell fusion techniques, and
new bi oprocesses, using living organisns, or parts of organisns, to
produce or nodify products, to inprove plants or animals, to devel op
m croorganisns for specific uses, to identify targets for smal
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nmol ecul e pharmaceuti cal devel opnent, or to transform bi ol ogi cal systens
into useful processes and products or to develop mcroorganisnms for
speci fic uses.

(F) "Electronic device technology" neans technol ogies involving
m croel ectroni cs; sem conduct or s; el ectronic equi pnent and
i nstrunent ati on; radi o frequency, m crowave, and mllinmeter
el ectronics; optical and optic-electrical devices; and data and digital
communi cations and i magi ng devi ces.

(G "Environnmental technology” neans assessnent and prevention of
threats or damage to human health or the environment, environnental
cl eanup, and the devel opnent of alternative energy sources.

(H "Pilot scale manufacturing” neans design, construction, and
testing of preproduction prototypes and nodels in the fields of
bi ot echnol ogy, advanced conputing, electronic device technol ogy,
advanced materials, and environnental technology other than for
commercial sale. As used in this subsection (8)(b)(ii)(H), "commercia
sal e" excludes sales of prototypes or sales for market testing if the
total gross receipts from such sales of the product, service, or
process do not exceed one mllion dollars.

(c)(i) "Qualified activities" includes fresh fruit and vegetable
processing, cold storage warehousing as related to fresh fruit and
veget abl e processing, and research and devel opnent activities as
related to fresh fruit and vegetable processing or cold storage
war ehousi ng.

(ii) For purposes of (c) of this subsection, the follow ng
definitions apply:

(A) "Fresh fruit and vegetabl e processi ng" neans manufacturing as
defined in RCW 82.04.120 which consists of the canning, preserving,
freezing, processing, or dehydrating fresh fruits and/ or vegetables.

(B) "Cold storage warehouse" neans a storage warehouse owned or
operated by a whol esaler or third-party warehouser as those terns are
defined in RCW82.08.820 to store fresh and/or frozen perishable fruits
or vegetables, or any conbination thereof, at a desired tenperature to
mai ntain the quality of the product for orderly marketing.

(© "Research and developnent” has the sanme neaning as in
(a)(ii)(C of this subsection (8).

(9)(a) "Qualified buildings" neans:

(1) Construction of new buil dings used for qualified activities.
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(11) Expansion or renovation of existing buildings for the purpose
of increasing floor space or production capacity used for qualified
activities.

(ti1) Construction of new warehouses, or the expansion or
renovation of existing warehouses, used to support qualified activities
| ocated at a nmanufacturing operation or research and devel opnent
oper ati on.

(iv) Construction of new offices exclusively occupied by enpl oyees
of a recipient, or a lessee as provided in subsection (3)(a)(ii) of
this section, whose job responsibilities exclusively support qualified
activities or enployees performng qualified activities. Ofices nust
be | ocated within or adjacent to a qualified building under (a)(i) or
(ii1) of this subsection. Enpl oyees engaged in sales, narketing, and
simlar activities do not support qualified activities or enployees
performng qualified activities.

(v) Construction of new parking facilities located within or
adjacent to a qualified building under (a)(i) or (ii) of this
subsection. New parking facilities nust be constructed under the sane
tax deferral certificate used to construct, expand, or renovate the
buil ding in which the parking facility supports.

(b) If aqualified building is used partly for qualified activities
and partly for other purposes, the applicable tax deferral shall be
determ ned by apportionnent of the costs of construction under rules
adopt ed by the departnent.

(c) For the purposes of this subsection, the follow ng definitions
appl y:

(i) "Warehouse" neans a building, structure, or storage yard in
which raw materials or finished goods are stored. A warehouse nay have
nore than one storage room and nore than one fl oor.

(1i) "Manufacturing operation” has the sanme neaning as in RCW
82. 08. 02565(2) (d).

(ii1) "Research and devel opnent operation" has the sanme neani ng as
in RCW 82. 08. 02565(2) (f).

(10) "Qualified machinery and equi pnent” means:

(a) Al industrial and research fixtures, equipnment, and support
facilities, not otherwise eligible for exenption under RCW 82. 08. 02565
or 82.12.02565, that are used primarily in qualified activities; and
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(b) Computers; software; data processing equipnent; |aboratory
equi pnment ; manuf acturi ng conponents such as belts, pulleys, shafts, and
moving parts; nolds, tools, and dies; operating structures; and all
equi pnent used to control or operate the machinery, that are used
primarily in qualified activities.

(11) "Recipient"” neans a person receiving a tax deferral under this
chapter.

NEW SECTION. Sec. 1603. (1) Application for deferral of taxes
under this chapter nmust be nmade before the initiation of construction
of the qualified buildings or acquisition of qualified machinery or
equi pnent. The application shall be made to the departnent in a form
and manner prescribed by the departnent. The application shall contain
information regarding the location of the investnent project, the
applicant's average enploynent in the state for the prior year,
estimated or actual new enploynent related to the project, estimated or
actual wages of enployees related to the project, estimted or actual
costs, time schedules for conpletion and operation, and other
information required by the departnent.

(2) The departnent shall rule on the application within sixty days.
The departnent shall track, by type of qualified activities, the anount
of all deferrals granted wunder this chapter during each fiscal
bi enni um

NEW SECTION. Sec. 1604. (1) The departnent shall issue a sales
and use tax deferral certificate for state and |ocal sales and use
t axes inmposed or authorized under chapters 82.08, 82.12, and 82.14 RCW
for the following eligible investnent projects.

(a) Until July 1, 2010, investnment projects in the qualified
activities described in section 1602(8)(a) of this act;

(b) Until July 1, 2015, investnent projects in the qualified
activities described in section 1602(8)(b) of this act;

(c) FromJuly 1, 2007, through June 30, 2012, investnent projects
in the qualified activities described in section 1602(8)(c) of this
act ;

(2) Use of a sales and use tax deferral certificate by the
recipient is deenmed a wai ver under RCW 82.32.050(3)(c) of the period of
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limtations under RCW 82.32.050(3) for sales and use taxes deferred
under this chapter

NEW SECTI ON. Sec. 1605. (1) Except as provided in subsection (2)
of this section, section 1602(8)(a)(ii)(A(lIIl) of this act, and
section 1606 of this act, taxes deferred under this chapter need not be
repai d.

(2) If, on the basis of a survey under section 1606 of this act or
ot her information, the departnent finds that an investnent project is
not eligible for tax deferral under this chapter, a portion of deferred
taxes shall be immedi ately due and payabl e according to the foll ow ng
schedul e:

Year in Which % of Deferred
Indligibility Taxes Due
Occurs
1 100%
2 87.5%
3 5%
4 62.5%
5 50%
6 37.5%
7 25%
8 12.5%

(3) The departnment shall assess interest, but not penalties, on
anounts due under subsection (2) of this section. The interest shal
be assessed at the rate provided for delinquent taxes under chapter
82.32 RCW retroactively to the date of deferral, and shall accrue
until the deferred taxes due are repaid. The debt for deferred taxes
is not extinguished by insolvency or other failure of the recipient.
Transfer of ownership does not term nate the deferral. The deferral is
transferred, subject to the new owner neeting the eligibility
requirenents of this chapter and agreeing in witing to assune
liability for payment of any deferred taxes under subsection (2) of
this section, for the remaining periods of the deferral. The original
recipient of a deferral that is transferred is not responsible for
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paynment of any deferred tax under subsection (2) of this section for
peri ods subsequent to the transfer.

NEW SECTION.  Sec. 1606. (1) The legislature finds that
accountability and effectiveness are inportant aspects of setting tax
policy. In order to make policy choices regarding the best use of
limted state resources the | egislature needs information on how a tax
incentive is used.

(2) Recipients for deferral of taxes under this chapter and persons
subject to this chapter by reason of section 1610 of this act shal
file a conplete annual survey with the departnent. If the economc
benefits of the deferral are passed to a |l essee as provided in section
1602(3)(a)(ii)(B) of this act, the l|lessee shall agree to file the
annual survey and the applicant is not required to file the annua
survey. The annual survey is due by April 30th of the year follow ng
the cal endar year in which the investnment project is certified by the
departnment as having been operationally conplete and the seven
succeedi ng cal endar years. The departnent nmay extend the due date for
tinmely filing annual surveys under this section as provided in RCW
82.32.590. The annual survey shall include the anmount of tax deferred,
the nunber of new products or research projects by genera
classification, and the nunber of trademarks, patents, and copyrights
associ ated with activities at the investnent project. The survey shal
also include the followng information for enploynent positions in
Washi ngt on:

(a) The nunber of total enploynent positions;

(b) Full-time, part-tinme, and tenporary enploynent positions as a
percent of total enploynent;

(c) The nunber of enploynment positions according to the follow ng
wage bands: Less than thirty thousand dollars; thirty thousand dollars
or greater, but less than sixty thousand dollars; and sixty thousand
dollars or greater. A wage band containing fewer than three
i ndi vi dual s may be conbi ned w th anot her wage band; and

(d) The nunber of enploynent positions that have enpl oyer-provi ded
medi cal , dental, and retirenent benefits, by each of the wage bands.

(3) The departnment nmay request additional information necessary to
measure the results of the deferral program to be submtted at the
sanme time as the survey.
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(4)(a) If a recipient of the deferral fails to file a conplete
annual survey required under this subsection by the date due or any
ext ensi on under RCW 82.32.590, the portion of deferred taxes that need
not be repaid for the previous cal endar year according to the schedul e
in section 1605 of this act shall be imedi ately due and payable. |If
the economic benefits of the deferral are passed to a |essee as
provided in section 1602(3)(a)(ii)(B) of this act, the l|lessee is
responsible for paynment to the extent the |essee has received the
econom ¢ benefit. The departnent shall assess interest, but not
penalties, on the deferred taxes payable under this subsection. The
interest shall be assessed at the rate provided for delinquent excise
t axes under chapter 82.32 RCW retroactively to the date of deferral,
and shall accrue until the deferred taxes are repaid.

(b) A recipient who nust repay deferred taxes under section 1605 of
this act because the departnent has found that an investnent project is
used for purposes other than qualified activities is no |onger required
to file annual surveys under this section beginning on the date an
i nvestnment project is used for nonqualified activities.

(5) For purposes of this section, "conplete annual survey" neans a
survey that is filed on a form or in a format required by the
departnment by the due date and substantially responds to all survey
guestions to enable the departnent to provide sunmary statistics and to
study the effectiveness of the tax deferral program

(6) Al information collected under this section, except the anount
of the total tax deferred, is deened taxpayer information under RCW

82.32.330. Information on the anount of tax deferred is not subject to
the confidentiality provisions of RCW82.32.330 and nmay be disclosed to
t he public upon request. If the anbunt of the total tax deferred as

reported on the survey is different than the amount actually deferred
or otherwi se allowed by the departnent, the anmount actually deferred or
al | oned may be di scl osed.

(7) The departnment shall use the information fromthis section to
prepare sunmmary descriptive statistics by category. No fewer than
three taxpayers shall be included in any category. The depart nent
shall report these statistics to the |egislature each year by Septenber
1st.

(8) The departnment shall wuse the information to study the tax
deferral program authorized under this chapter. The departnent shal
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report to the legislature by Decenber 1, 2009, Decenber 1, 2011, and
Decenber 1, 2013. The reports shall neasure the effect of the program
on job creation, job retention, net jobs for Wshington residents,
conpany growh, diversification of the state's econony, cluster
dynam cs, and such other factors as the departnent sel ects.

(9) A person who is subject to the requirenents in RCW 82. 32. 535,
82.32.545, 82.32.560, or 82.32.570 is not required to file a conplete
annual survey under this section if the person tinely files the annual
report required by RCW82.32. 535, 82.32.545, 82.32.560, or 82.32.570.

NEW SECTION. Sec. 1607. Chapter 82.32 RCW applies to the
adm ni stration of this chapter.

NEW SECTION. Sec. 1608. Applications received by the departnent
under this chapter are not subject to the confidentiality provisions of
RCW 82. 32. 330 and nay be disclosed to the public upon request.

NEW SECTI ON. Sec. 1609. The enploynent security departnent shal
make, and certify to the departnent of revenue, all determ nations of
enpl oynent and wages as requested by the departnent under this chapter.

NEW SECTI ON.  Sec. 1610. Persons who have received a sal es and use
tax deferral certificate from the departnent under chapter 82.60,
82.63, or 82.74 RCWare subject to the provisions of chapter 82.-- RCW
(sections 1601 through 1610 of this act). This act does not apply to,
or authorize refunds for, investnent projects that are not eligible as
of Decenber 31, 2006, for tax deferrals granted under chapter 82.60 or
82. 63 RCW before January 1, 2007.

NEW SECTION. Sec. 1611. Sections 1601 through 1610 of this act
constitute a new chapter in Title 82 RCW

NEW SECTI ON. Sec. 1612. The follow ng acts or parts of acts are
each repeal ed:

(1) RCW82.60.010 (Legislative findings and declaration) and 1985
c 232 s 1,

(2) RCW82.60.020 (Definitions) and 2004 ¢ 25 s 3, 1999 sp.s. ¢ 9
s 2, 1999 ¢ 164 s 301, 1996 c 290 s 4, & 1995 1st sp.s. ¢ 3 s 5;
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(3) RCW 82.60.030 (Application for deferral--Contents) and 1994
Sp.s. ¢ 1 s 2 & 1985 ¢ 232 s 3,

(4) RCW 82.60.040 (lssuance of tax deferral certificate) and 2004
c 25 s 4, 1999 c 164 s 302, 1997 c¢c 156 s 5, 1995 1st sp.s. ¢ 3 s 6,
1994 sp.s. ¢ 1 s 3, 1986 c 116 s 13, & 1985 c 232 s 4;

(5 RCW82.60.049 (Additional eligible projects) and 2004 ¢ 25 s 5,
2000 ¢ 106 s 8, & 1999 c 164 s 304;

(6) RCW 82.60.050 (Expiration of RCW 82.60.030 and 82. 60. 040) and
2004 ¢ 25 s 6, 1994 sp.s. ¢ 1 s 7, 1993 sp.s. ¢ 25 s 404, 1988 c 41 s
5, & 1985 ¢ 232 s 10;

(7) RCW82.60.060 (Repaynent schedule) and 2000 ¢ 106 s 5 & 1985 c
232 s 5;

(8 RCW 82.60.065 (Tax deferral on construction |abor and
i nvestment projects--Repaynent forgiven) and 1995 1st sp.s. ¢ 3 s 8,
1994 sp.s. ¢ 1 s 6, & 1986 c 116 s 14;

(9) RCW 82.60.070 (Annual survey by recipients--Assessnent of
taxes, interest) and 2004 ¢ 25 s 7, 1999 c 164 s 303, 1995 1st sp.s. ¢
3s 9, 1994 sp.s. ¢ 1 s 5 & 1985 c 232 s 6;

(10) RCW 82.60.080 (Enploynment and wage determ nations) and 2000 c
106 s 6 & 1985 ¢ 232 s 7,

(11) RCW 82.60.090 (Applicability of general admnistrative
provi sions) and 1985 ¢ 232 s §;

(12) RCW 82.60. 100 (Applications, reports, and information subject
to disclosure) and 1987 ¢ 49 s 1;

(13) RCW 82.60.110 (Conpeting projects--Inpact study) and 1998 c
245 s 169 & 1994 sp.s. ¢ 1 s 8§;

(14) RCW82.60.900 (Effective date, applicability--1985 ¢ 232) and
1985 ¢ 232 s 11,

(15) RCW 82.60.901 (Effective date--1994 sp.s. ¢ 1) and 1994 sp.s.
c 1 s 10;

(16) RCW 82.63.005 (Findings--Intent to create a contract) and 2004
c 2s 1 &1994 sp.s. ¢ 5 s 1;

(17) RCW 82.63.010 (Definitions) and 2004 ¢ 2 s 3, 1995 1st sp.s.
c 3 s 12, & 1994 sp.s. ¢ 5 s 3;

(18) RCW 82.63.020 (Application--Annual survey--Reports) and 2004
cC 2s 4 & 1994 sp.s. ¢ 5 s 4,

(19) RCW 82.63.030 (Sales and use tax deferral certificate--
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Eligible investnent projects and pilot scal e manufacturing) and 2004 c
2 s 5 &1994 sp.s. ¢ 5 s 5;

(20) RCW 82.63. 045 (Repaynent not required--Repaynent schedul e for
unqual i fied investnment project--Exceptions) and 2004 ¢ 2 s 6, 2000 c
106 s 10, & 1995 1st sp.s. ¢ 3 s 13;

(21) RCW 82.63.060 (Adm nistration) and 1994 sp.s. ¢ 5 s 8;

(22) RCW 82.63.070 (Public disclosure) and 2004 ¢ 2 s 7 & 1994
Sp.s. ¢ 5 s 9;

(23) RCW82.63.900 (Effective date--1994 sp.s. ¢ 5) and 1994 sp.s.
c 5 s 12;

(24) RCW82.74.010 (Definitions) and 2005 c¢ 513 s 4;

(25) RCW82.74.020 (Application for tax deferral) and 2005 ¢ 513 s

S;
(26) RCW82.74.030 (Issuance of certificate) and 2005 ¢ 513 s 6;
(27) RCW 82.74.040 (Annual survey) and 2005 c¢ 513 s 7;
(28) RCW 82.74.050 (Repaynent of deferred taxes) and 2005 c 513 s
8;

(29) RCW 82.74.060 (Application of chapter 82.32 RCW and 2005 c
513 s 9; and

(30) RCW82.74.070 (Confidentiality of applications) and 2005 c¢ 513
s 10.

PART XVI |
TAX CREDI TS FOR NEW JOBS | N RURAL AREAS

Sec. 1701. RCW 82.62.020 and 1986 c 116 s 16 are each anended to
read as foll ows:

Application for tax credits under this chapter nust be nade
((befoere)) within ninety consecutive days after the actual hiring of
qualified enploynent positions. The application shall be made to the
departnment in a form and manner prescribed by the departnent. The
application shall contain information regarding the |ocation of the
busi ness project, the applicant's average enploynent, if any, at the
facility for the prior year, estimated or actual new enpl oynent rel ated
to the project, estinmated or actual wages of enployees related to the
project, estinmated or actual costs, tine schedules for conpletion and
operation, and other information required by the departnent. The
departnent shall rule on the application within sixty days.
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PART XVI |
TAX | NCENTI VES ACCOUNTABI LI TY

Sec. 1801. RCWS82.32.590 and 2005 c¢ 514 s 1001 are each anended to
read as foll ows:

(1) If the departnent finds that the failure of a taxpayer to file
an annual survey or annual report under RCW 82.04.4452, 82.32.545,
82.32.560, 82.32.570, 82.32.610, 82.32.620, or section 1606 of this
act, by the due date was the result of circunstances beyond the contro
of the taxpayer, the departnment shall extend the tine for filing the
survey or report. Such extension shall be for a period of thirty days
from the date the departnment issues its witten notification to the
taxpayer that it qualifies for an extension under this section. The
departnent may grant additional extensions as it deens proper.

(2) I'n making a determ nati on whether the failure of a taxpayer to
file an annual survey or annual report by the due date was the result
of circunstances beyond the control of the taxpayer, the departnent
shal |l be guided by rules adopted by the departnent for the waiver or
cancel l ati on of penalties when the underpaynent or untinely paynent of
any tax was due to circunstances beyond the control of the taxpayer.

Sec. 1802. RCW82.32.600 and 2005 ¢ 514 s 1002 are each anended to
read as foll ows:

(1) Persons required to file annual surveys or annual reports under
RCW 82. 04. 4452, 82.32.545, 82.32.560, 82.32.570, 82.32.610, 82.32.620,
or section 1606 of this act, nust electronically file wth the

departnent all surveys, reports, returns, and any other fornms or
information the departnment requires in an electronic format as provi ded
or approved by the departnent ((—unless—the—departrment—grants—relef
wirder—subsection—2—of—this—sect+on) ) . As used in this section,
"returns" has the sane neaning as "return” in RCW 82. 32. 050.
(2) ((Upon request, the departnent nay relieve a person of the
bl . . I . 1 C o . VI ,
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4y)) Any survey, report, return, or any other formor information
required to be filed in an electronic format under subsection (1) of
this section is not filed until received by the departnment in an
el ectronic format.

(3) The departnent nmay waive the electronic filing requirenent in

subsection (1) of this section for good cause shown.

Sec. 1803. RCW 82.04.4452 and 2005 ¢ 514 s 1003 are each anended
to read as foll ows:

(1) In conmputing the tax inposed under this chapter, a credit is
al l oned for each person whose research and devel opnment spendi ng during
the year in which the credit is clained exceeds 0.92 percent of the
person's taxable amount during the sane cal endar year

(2) The credit shall be cal cul ated as foll ows:

(a) Determ ne the greater of the anmobunt of qualified research and
devel opment expenditures of a person or eighty percent of anounts
received by a person other than a public educational or research
institution in conpensation for the conduct of qualified research and
devel opnent ;

(b) Subtract 0.92 percent of the person's taxable anmount fromthe
anount determ ned under (a) of this subsection;

(c) Multiply the amount determ ned under (b) of this subsection by
the fol |l ow ng:

(1) For the period June 10, 2004, through Decenber 31, 2006, the
person's average tax rate for the cal endar year for which the credit is
cl ai med;

(ii1) For the cal endar year endi ng Decenber 31, 2007, the greater of
the person's average tax rate for that cal endar year or 0.75 percent;

(ii11) For the cal endar year endi ng Decenmber 31, 2008, the greater
of the person's average tax rate for that cal endar year or 1.0 percent;

(iv) For the cal endar year endi ng Decenber 31, 2009, the greater of
the person's average tax rate for that cal endar year or 1.25 percent;

(v) For the cal endar year ending Decenber 31, 2010, and thereafter,
1. 50 percent.
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For purposes of calculating the credit, if a person's reporting
period is | ess than annual, the person nmay use an estimated average tax
rate for the cal endar year for which the credit is clained by using the
person's average tax rate for each reporting period. A person who uses
an estimated average tax rate nust make an adjustnment to the tota
credit clained for the cal endar year using the person's actual average
tax rate for the cal endar year when the person files its last return
for the cal endar year for which the credit is clained.

(3) Any person entitled to the credit provided in subsection (2) of
this section as a result of qualified research and devel opnent
conduct ed under contract may assign all or any portion of the credit to
the person contracting for the performance of the qualified research
and devel opnent .

(4) The credit, including any credit assigned to a person under
subsection (3) of this section, shall be clainmed against taxes due for
t he sanme cal endar year in which the qualified research and devel opnent
expenditures are incurred. The credit, including any credit assigned
to a person under subsection (3) of this section, for each cal endar
year shall not exceed the |lesser of two mllion dollars or the anount
of tax otherw se due under this chapter for the cal endar year.

(5 For any person claimng the credit, including any credit
assigned to a person under subsection (3) of this section, whose
research and devel opnent spending during the cal endar year in which the
credit is clained fails to exceed 0.92 percent of the person's taxable
anount during the sane cal endar year or who is otherw se ineligible,
the departnent shall declare the taxes against which the credit was
clained to be imedi ately due and payable. The departnent shall assess
interest, but not penalties, on the taxes against which the credit was
cl ai nmed. Interest shall be assessed at the rate provided for
del i nquent excise taxes under chapter 82.32 RCW retroactively to the
date the credit was clained, and shall accrue until the taxes agai nst
which the credit was clainmed are repaid. Any credit assigned to a
person under subsection (3) of this section that is disallowed as a
result of this section may be clainmed by the person who perforned the
qualified research and devel opnent subject to the [imtations set forth
in subsection (4) of this section.

(6)(a) The legislature finds that accountability and effectiveness
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are inportant aspects of setting tax policy. In order to make policy
choices regarding the best wuse of I|imted state resources the
| egi slature needs information on how a tax incentive is used.

(b) A person claimng the credit shall file a conplete annua
survey with the departnent. The survey is due by ((Mareh—34st)) Apri
30th follow ng any year in which a credit is clained. The departnent
may extend the due date for tinely filing of annual surveys under this
section as provided in RCW 82.32.590. The survey shall include the
anmount of the tax «credit <claimed, the qualified research and
devel opnent expenditures during the cal endar year for which the credit
is clainmed, the taxable amount during the cal endar year for which the
credit is clained, the nunber of new products or research projects by
general «classification, the nunber of trademarks, patents, and
copyrights associated with the research and devel opnent activities for
which a credit was clained, and whether the credit has been assigned
under subsection (3) of this section and who assigned the credit. The
survey shall also include the following information for enploynent
positions in Washi ngt on:

(i) The nunber of total enploynent positions;

(ii) Full-time, part-tinme, and tenporary enploynent positions as a
percent of total enploynent;

(ii1) The nunber of enpl oynent positions according to the follow ng
wage bands: Less than thirty thousand dollars; thirty thousand dollars
or greater, but less than sixty thousand dollars; and sixty thousand
dollars or greater. A wage band containing fewer than three
i ndi vi dual s may be conbi ned wth anot her wage band; and

(iv) The nunber of enploynent positions that have enpl oyer-provi ded
medi cal , dental, and retirenent benefits, by each of the wage bands.

(c) The departnment may request additional information necessary to
measure the results of the tax credit program to be submtted at the
sanme tinme as the survey.

(d)(i) Al information collected under this subsection, except the
anmount of the tax credit clainmed, is deened taxpayer information under
RCW 82. 32.330. Information on the anbunt of tax credit clained is not
subject to the confidentiality provisions of RCW82.32.330 and may be
disclosed to the public upon request, except as provided in this
subsection (6)(d). |If the anbunt of the tax credit as reported on the
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survey is different than the anmount actually clained on the taxpayer's
tax returns or otherw se allowed by the departnent, the anount actually
clainmed or allowed nmay be discl osed.

(i1) Persons for whomthe actual anmpunt of the tax credit clained
on the taxpayer's returns or otherwise allowed by the departnent is
| ess than ten thousand dollars during the period covered by the survey
may request the departnent to treat the tax credit anount as
confidential under RCW 82. 32. 330.

(e) If a person fails to file a conplete annual survey required
under this subsection with the departnent by the due date or any
extension under RCW 82.32.590, the person entitled to the credit
provided in subsection (2) of this section is not eligible to claimor
assign the credit provided in subsection (2) of this section in the
year the person failed to tinely file a conplete survey.

(7) The departnment shall use the information from subsection (6) of
this section to prepare summary descriptive statistics by category. No
fewer than three taxpayers shall be included in any category. The
department shall report these statistics to the | egislature each year
by Septenber 1st.

(8) The departnment shall use the information from subsection (6) of
this section to study the tax credit program authorized under this
section. The departnent shall report to the |egislature by Decenber 1,
2009, and Decenber 1, 2013. The reports shall neasure the effect of
the programon job creation, ((t+he—nurber—of)) [0Ob retention, net jobs
((ereated)) for Washi ngt on residents, conpany  grow h, ((the
FHPFedHGPFGH—4#——HGHFf¥{KHH%{FJ) the diversification of the state's

econony,
e#—#+¥ﬁ5—9¥—%h€—£9ﬂ89¥+d&%k9H—9#—4++ﬂB——9ﬁﬁ%&%k&ﬂ&—+ﬂ%9—%h€—%%ﬁ%e))
cluster dynam cs, and such other factors as the departnment selects.

(9) For the purpose of this section:

(a) "Average tax rate" neans a person's total tax liability under
this chapter for the calendar year for which the credit is clained
divided by the taxpayer's total taxable anmount under this chapter for
t he cal endar year for which the credit is clained.

(b) "Conplete annual survey" neans a survey that is filed on a form
or in a format required by the departnent by the due date, or any
ext ensi on under RCW 82. 32.590, and substantially responds to all survey
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guestions to enable the departnent to provide summary statistics and to
study the effectiveness of the tax credit.

(c) "Qualified research and developnment expenditures” neans
oper ati ng expenses, including wages, conpensation of a proprietor or a
partner in a partnership as determned under rules adopted by the
departnent, benefits, supplies, and conputer expenses, directly
incurred in qualified research and devel opnent by a person claimng the
credit provided in this section. The term does not include anmounts
paid to a person other than a public educational or research
institution to conduct qualified research and devel opnent. Nor does
the terminclude capital costs and overhead, such as expenses for | and,
structures, or depreciable property.

((€e))) (d) "Qualified research and devel opnent” shall have the
sane nmeaning as high technology research and developnent in ((RSW
8263-010)) section 1602(8)(b) of this act.

((€))) (e) "Research and devel opnent spending"” neans qualified
research and devel opnent expenditures plus eighty percent of anounts
paid to a person other than a public educational or research
institution to conduct qualified research and devel opnent.

((e))) (f) "Taxable anmount” neans the taxable anount subject to
the tax inposed in this chapter required to be reported on the person's
conbi ned excise tax returns for the cal endar year for which the credit
is clainmed, |ess any taxable anount for which a credit is allowed under
RCW 82. 04. 440.

(10) This section expires January 1, 2015.

Sec. 1804. RCW 82.32.560 and 2004 c 240 s 2 are each amended to
read as foll ows:

(1) For the purposes of this section, "electrolytic processing
busi ness tax exenption" neans the exenption ((andpreferential—tax—+ate
uhder)) in RCW 82.16. 0421.

(2) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of Ilimted state resources, the
| egi sl ature needs information to eval uate whether the stated goals of
| egi sl ati on were achi eved.

(3) The goals of the electrolytic processing business tax exenption
ar e:
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(a) To retain famly wage jobs by enabling electrolytic processing
busi nesses to mai ntain production of chlor-alkali and sodium chlorate
at a level that will preserve at |east seventy-five percent of the jobs
that were on the payroll effective January 1, 2004; and

(b) To allow the electrolytic processing industries to continue
production in this state through 2011 so that the industries wll be
positioned to preserve and create new jobs when the anticipated
reduction of energy costs occur.

(4)(a) A person who receives the benefit of an electrolytic
processi ng busi ness tax exenption shall make an annual report to the
departnent detailing enploynent, wages, and enployer-provided health
and retirenent benefits per job at the manufacturing site. The report
is due by ((Mareh—32st)) April 30th follow ng any year in which a tax
exenption is clainmed or used. The departnent may extend the due date
for tinmely filing annual reports under this section as provided in RCW
82. 32. 590. The report shall not include nanes of enployees. The
report shall detail enploynent by the total nunber of full-tine, part-

time, and tenporary positions. The report shall indicate the quantity
of product produced at the plant during the tine period covered by the
report. The first report filed under this subsection shall include

enpl oynent, wage, and benefit information for the twelve-nonth period
i medi ately before first use of a tax exenption. Enpl oynent reports
shall include data for actual |evels of enploynent and identification
of the nunmber of jobs affected by any enpl oynent reductions that have
been publicly announced at the tine of the report. Information in a
report wunder this section is not subject to the confidentiality
provi sions of RCW 82.32.330 and may be disclosed to the public upon
request.

(b) If a person fails to submt an annual report under (a) of this
subsection by the due date of the report or any extension under RCW
82.32.590, the departnent shall declare the ambunt of taxes exenpted
for that year to be imediately due and payable. Public utility taxes
payable wunder this subsection are subject to interest but not
penalties, as provided under this chapter. This information is not
subject to the confidentiality provisions of RCW82.32.330 and may be
di scl osed to the public upon request.

(5 By Decenber 1, 2007, and by Decenber 1, 2010, the fiscal
commttees of the house of representatives and the senate, in
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consultation with the departnent, shall report to the legislature on
the effectiveness of the tax incentive under RCW 82.16.0421. The
report shall neasure the effect of the incentive on job retention for
Washi ngton residents, and other factors as the commttees select. The
report shall also discuss expected trends or changes to electricity
prices as they affect the industries that benefit fromthe incentives.

Sec. 1805. RCW 82.32.570 and 2004 c 24 s 14 are each amended to
read as foll ows:

(1) For the purposes of this section, "snelter tax incentive" neans
the preferential tax rate under RCW 82.04.2909, or an exenption or
credit under RCW 82.04.4481, 82.08.805, 82.12.805, or 82.12.022(5).

(2) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of I|imted state resources the
| egi sl ature needs information to eval uate whether the stated goals of
| egi sl ati on were achi eved.

(3) The goals of the snelter tax incentives are to retain famly-
wage jobs in rural areas by:

(a) Enabling the alumnum industry to maintain production of
alumnumat a level that will preserve at |east 75 percent of the jobs
that were on the payroll effective January 1, 2004, as adjusted for
enpl oynment reductions publicly announced before Novenber 30, 2003; and

(b) Allow ng the alum numindustry to continue producing al um num
in this state through 2006 so that the industry will be positioned to
preserve and create new jobs when the anticipated reduction of energy
costs occurs.

(4)(a) An alum num snelter receiving the benefit of a snelter tax
incentive shall make an annual report to the departnent detailing
enpl oynent, wages, and enpl oyer-provided health and retirenent benefits
per job at the manufacturing site. The report is due by ((Mareh3ist))
April 30th following any year in which a tax incentive is clainmed or
used. The departnent nmay extend the due date for tinely filing annual
reports under this section as provided in RCW 82.32.590. The report

shall not include nanes of enployees. The report shall detai
enpl oynment by the total nunber of full-tinme, part-tinme, and tenporary
positions. The report shall indicate the quantity of alum num snelted

at the plant during the tinme period covered by the report. The first
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report filed under this subsection shall include enploynent, wage, and

benefit information for the twelve-nonth period inmmediately before
first use of a tax incentive. Empl oynent reports shall include data
for actual |evels of enploynment and identification of the nunber of

jobs affected by any enploynent reductions that have been publicly

announced at the tinme of the report. Information in a report under

this section is not subject to the confidentiality provisions of RCW
82.32.330 and may be disclosed to the public upon request.

(b) If a person fails to submt an annual report under (a) of this
subsection by the due date of the report or any extension under RCW
82.32.590, the departnent shall declare the anmount of taxes exenpted or
credited, or reduced in the case of the preferential business and
occupation tax rate, for that year to be imedi ately due and payabl e.
Exci se taxes payabl e under this subsection are subject to interest but
not penalties, as provided under this chapter. This information is not
subject to the confidentiality provisions of RCW82.32.330 and may be
di scl osed to the public upon request.

(5) By Decenber 1, 2005, and by Decenber 1, 2006, the fiscal
commttees of the house of representatives and the senate, in
consultation with the departnent, shall report to the legislature on
the effectiveness of the snelter tax incentives and, by Decenber 1,
2010, on the effectiveness of the incentives under RCW 82.04. 4482 and
82.16.0498. The reports shall neasure the effect of the tax incentives
on job retention for Washington residents and any other factors the
commttees may sel ect.

Sec. 1806. RCW 82.32.610 and 2005 ¢ 513 s 3 are each amended to
read as foll ows:

(1) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of Iimted state resources the
| egi sl ature needs information on how a tax incentive is used.

(2) Each person claimng a tax exenption under RCW 82.04. 4266 shal
report information to the departnment by filing a conplete annual
survey. The survey is due by ((Mareh—33st)) April 30th of the year
followng any calendar year in which a tax exenption under RCW
82.04.4266 is taken. The departnent may extend the due date for tinely
filing annual reports under this section as provided in RCW 82. 32. 590.
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The survey shall include the anbunt of tax exenption taken. The survey
shall also include the follow ng information for enploynment positions
i n Washi ngt on:

(a) The nunber of total enploynent positions;

(b) Full-time, part-tinme, and tenporary enploynent positions as a
percent of total enploynent;

(c) The nunber of enploynment positions according to the follow ng
wage bands: Less than thirty thousand dollars; thirty thousand dollars
or greater, but less than sixty thousand dollars; and sixty thousand
dollars or greater. A wage band containing fewer than three
i ndi vi dual s may be conbi ned w th anot her wage band; and

(d) The nunber of enploynent positions that have enpl oyer-provi ded
medi cal , dental, and retirenent benefits, by each of the wage bands.

The first survey filed under this subsection shall also include
information for the twelve-nonth period i nmedi ately before first use of
a tax incentive.

(3) The departnment nmay request additional information necessary to
measure the results of the exenption program to be submtted at the
sanme tinme as the survey.

(4) Al information collected under this section, except the anount
of the tax exenption taken, is deened taxpayer information under RCW
82. 32. 330. Informati on on the anobunt of tax exenption taken is not
subject to the confidentiality provisions of RCW82. 32. 330.

(5) If a person fails to submt an annual survey under subsection
(2) of this section by the due date of the report or any extension
under RCW 82.32.590, the departnment shall declare the anobunt of taxes
exenpted for the previous calendar year to be immediately due and
payabl e. The departnent shall assess interest, but not penalties, on
t he anounts due under this section. The anount due shall be cal cul ated
using a rate of 0.138 percent. The interest shall be assessed at the
rate provided for delinquent taxes under this chapter, retroactively to
the date the exenption was clainmed, and shall accrue until the taxes
for which the exenption was clained are repaid. This information is
not subject to the confidentiality provisions of RCW82. 32. 330.

(6) The departnent shall use the information fromthis section to
prepare sunmary descriptive statistics by category. No fewer than
three taxpayers shall be included in any category. The depart nent
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shall report these statistics to the |egislature each year by Septenber
1st.

(7) The departnent shall study the tax exenption authorized in RCW
82. 04. 4266. The departnent shall submt a report to the finance
commttee of the house of representatives and the ways and neans
commttee of the senate by Decenber 1, 2011. The report shall neasure
the effect of the exenption on job creation, job retention, net jobs
for Washington residents, conpany growh, ((t+he—+overent—ef—FH+rrms—or
the—econsolidatton—of Hrrs—operations—+ntethe state)) diversification
of the state's econony, cluster dynam cs, and such other factors as the
depart nment sel ects.

Sec. 1807. RCW 82.32.620 and 2005 ¢ 301 s 4 are each anmended to
read as foll ows:

(1) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of Iimted state resources the
| egi sl ature needs information on how a tax incentive is used.

(2)(a) A person who reports taxes under RCW 82.04. 294 shall nake an
annual report to the departnent detailing enploynent, wages, and
enpl oyer-provided health and retirenent benefits per job at the
manuf acturing site. The report shall not include names of enpl oyees.
The report shall also detail enploynent by the total nunber of full-
time, part-tinme, and tenporary positions. The first report filed under
this subsection shall include enploynent, wage, and benefit infornmation
for the twelve-nonth period immediately before first wuse of a
preferential tax rate under RCW 82.04. 294. The report is due by
((Mareh—33st)) April 30th followng any year in which a preferential
tax rate under RCW 82.04.294 is used. The departnment nmay extend the
due date for tinely filing annual reports under this section as
provided in RCW 82.32.590. This information is not subject to the
confidentiality provisions of RCW 82. 32. 330.

(b) If a person fails to submt an annual report under (a) of this
subsection, the departnment shall declare the anount of taxes reduced
for the previous calendar year to be imediately due and payable.
Exci se taxes payabl e under this subsection are subject to interest, but
not penalties, at the rate provided for delinquent taxes, as provided
under this chapter. The departnent shall assess interest,
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retroactively to the date the preferential tax rate under RCW
82.04. 294, was used. The interest shall be assessed at the rate
provided for delinquent excise taxes under this chapter, and shall

accrue until the taxes for which the preferential tax rate was used are
repai d. This information is not subject to the confidentiality
provi sions of RCW 82. 32. 330.

Sec. 1808. RCW 82.32.545 and 2003 2nd sp.s. ¢ 1 s 16 are each
anmended to read as foll ows:

(1) The legislature finds that accountability and effectiveness are
i nportant aspects of setting tax policy. In order to nake policy
choices regarding the best wuse of I|imted state resources the
| egi sl ature needs information on how a tax incentive is used.

(2)(a) A person who reports taxes under RCW 82.04. 260((+3))) (11)
or who clains an exenption or credit under RCW 82.04. 4461, 82.08.980,
82.12. 980, 82.29A. 137, 84.36.655, and 82.04.4463 shall make an annual
report to the departnent detailing enploynent, wages, and enployer-
provided health and retirenent benefits per job at the manufacturing
site. The report shall not include nanes of enployees. The report
shall also detail enploynent by the total nunber of full-time, part-
time, and tenporary positions. The first report filed under this
subsection shall include enploynent, wage, and benefit information for
the twel ve-nonth period imedi ately before first use of a preferenti al
tax rate under RCW 82.04.260((+3))) (11), or tax exenption or credit
under RCW 82. 04. 4461, 82.08.980, 82.12.980, 82.29A 137, 84.36.655, and
82.04.4463. The report is due by ((Mareh—34st)) April 30th follow ng
any year in which a preferential tax rate under RCW 82. 04. 260( (£+3)))
(11) is wused, or tax exenption or credit wunder RCW 82.04.4461,
82.08.980, 82.12.980, 82.29A 137, 84.36.655, and 82.04.4463 is taken.
The departnent nmay extend the due date for tinely filing annual reports
under this section as provided in RCW82.32.590. This information is
not subject to the confidentiality provisions of RCW82.32.330 and may
be di sclosed to the public upon request.

(b) If a person fails to submt an annual report under (a) of this
subsection by the due date of the report or any extension under RCW
82.32.590, the departnent shall declare the amount of taxes exenpted or
credited, or reduced in the case of the preferential business and
occupation tax rate, for that year to be immedi ately due and payabl e.
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Exci se taxes payabl e under this subsection are subject to interest but
not penalties, as provided under this chapter. This information is not
subject to the confidentiality provisions of RCW 82.32.330 and may be
di scl osed to the public upon request.

(3) By Novenber 1, 2010, and by Novenber 1, 2023, the fiscal
commttees of the house of representatives and the senate, in
consultation with the departnent, shall report to the legislature on
the effectiveness of chapter 1, Laws of 2003 2nd sp. sess. in regard to
keepi ng Washi ngton conpetitive. The report shall neasure the effect of
chapter 1, Laws of 2003 2nd sp. sess. on job retention, net jobs
created for Washington residents, conpany growh, diversification of
the state's econony, cluster dynamics, and other factors as the
commttees select. The reports shall include a discussion of
principles to apply in evaluating whether the |egislature should
reenact any or all of the tax preferences in chapter 1, Laws of 2003
2nd sp. sess.

PART XI X
M SCELLANEQUS TECHNI CAL CORRECTI ONS

Sec. 1901. RCW 82.46.010 and 1994 c 272 s 1 are each amended to
read as foll ows:

(1) The legislative authority of any county or city shall identify
in the adopted budget the capital projects funded in whole or in part
from the proceeds of the tax authorized in subsection (2) of this

section, and shall indicate that such tax is intended to be in addition
to other funds that nay be reasonably available for such capital
proj ects.

(2) The legislative authority of any county or any city may i npose
an excise tax on each sale of real property in the unincorporated areas
of the county for the county tax and in the corporate limts of the
city for the city tax at a rate not exceeding one-quarter of one
percent of the selling price. The revenues fromthis tax shall be used
by any city or county with a population of five thousand or |ess and
any city or county that does not plan under RCW 36. 70A. 040 for any
capital purpose identified in a capital inprovenents plan and | oca
capital inprovenents, including those listed in RCW 35. 43. 040.
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After April 30, 1992, revenues generated fromthe tax inposed under
this subsection in counties over five thousand population and cities
over five thousand popul ation that are required or choose to plan under
RCW 36. 70A. 040 shall be used solely for financing capital projects
specified in a capital facilities plan el enment of a conprehensive plan
and housing relocation assistance under RCW 59.18.440 and 59. 18. 450.
However, revenues (a) pledged by such counties and cities to debt
retirement prior to April 30, 1992, nmay continue to be used for that
purpose until the original debt for which the revenues were pledged is
retired, or (b) commtted prior to April 30, 1992, by such counties or
cities to a project may continue to be used for that purpose until the
project is conpleted.

(3) Inlieu of inmposing the tax authorized in RCW82.14.030(2), the
| egislative authority of any county or any city may inpose an
additional excise tax on each sale of real property in the
uni ncorporated areas of the county for the county tax and in the
corporate limts of the city for the city tax at a rate not exceedi ng
one-hal f of one percent of the selling price.

(4) Taxes inposed under this section shall be collected from
persons who are taxable by the state under chapter 82.45 RCW upon the
occurrence of any taxable event within the unincorporated areas of the
county or within the corporate limts of the city, as the case may be.

(5) Taxes inposed under this section shall conmply wth al
applicable rules, regulations, |laws, and court decisions regarding real
estate excise taxes as inposed by the state under chapter 82.45 RCW

(6) As wused in this section, "city" neans any city or town and
"capital project” neans those public works projects of a |ocal
governnent for planning, acquisition, construction, reconstruction,
repair, replacenent, rehabilitation, or inprovenent of streets; roads;
hi ghways; sidewal ks; street and road |ighting systens; traffic signals;
bridges; donestic water systens; storm and sanitary sewer systens;
parks; recreational facilities; law enforcenent facilities; fire
protection facilities; trails; l'ibraries; adm nistrative and/or
judicial facilities; river and/or waterway flood control projects by
those jurisdictions that, prior to June 11, 1992, have expended funds
derived fromthe tax authorized by this section for such purposes; and,
until Decenber 31, 1995, housing projects for those jurisdictions that,
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prior to June 11, 1992, have expended or committed to expend funds
derived fromthe tax authorized by this section or the tax authorized
by RCW 82.46. 035 for such purposes.

PART XX
M SCELLANEQUS

NEW SECTION. Sec. 2001. The repealed sections in sections 117,
631, 715, and 1102 of this act do not affect any rights, liabilities,
obligations, or proceedings, incurred or instituted under those
repeal ed sections or rules or orders adopted by the departnent of
revenue pursuant to those repealed sections prior to the effective date
of section 117, 631, 715, or 1102 of this act.

NEW SECTI ON.  Sec. 2002. (1) Unless expressly provided ot herw se,
this act takes effect July 1, 2006.

(2) Sections 1601 through 1610, 1612, and 1701 of this act take
ef fect January 1, 2007.

(3) Sections 109 and 1402 of this act take effect July 1, 2007.

(4) Sections 110 and 111 of this act take effect July 1, 2012.

(5) Section 909 of this act takes effect July 1, 2012.

(6) Sections 116, 609 through 611, 801, 802, 804, and 1801 through
1808 of this act are necessary for the imedi ate preservation of the
public peace, health, or safety, or support of the state governnent and
its existing public institutions, and take effect imedi ately.

NEW SECTI ON. Sec. 2003. Section 904 of this act takes effect if
chapter 149, Laws of 2003 takes effect.

NEW SECTION. Sec. 2004. Section 903 of this act expires if
chapter 149, Laws of 2003 takes effect.

NEW SECTI ON. Sec. 2005. Section 1401 of this act expires July 1,
2007.

NEW SECTION. Sec. 2006. Part headings used in this act are not
part of the | aw
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NEW SECTION. Sec. 2007. If any provision of this act or its

application to any person or circunstance
remai nder of the act or the application of
persons or circunstances is not affected.

~-- END ---
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